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TUESDAY, MARCH 11, 1952 


Housk oF REPRESENTATIVES, 
SUBCOMMITTEE ON HousiINnG oF THE COMMITTEE ON 
BANKING AND CURRENCY, 
Jacksonville, Fla. 


The subcommittee met at 10 a. m., Hon. Albert Rains (chairman 
of the subcommittee) presiding. 

Present: Messrs. Rains, Addonizio, Gamble, Cole, and Widnall. 

Mr. Ratns. The committee will please be in order. 

Ladies and gentlemen, this is a special subcommittee set up by a 
resolution of the Congress, of the Banking and Currency Committee, 
which has for its jurisdiction, and its purpose, the investigation of 
shoddy, defective construction in VA and FHA housing—in fact, any 
type of housing which is Government-insured. 

I would like to say first of all that we are happy to be here in 
Jacksonville and we want to express publicly our appreciation to your 
good Congressman Charlie Bennett for making a great many of the 
contacts and arrangements for us. 

I will introduce the members of the subcommittee so that you may 
know them. On my left is Ralph Gamble, the ranking Republican 
on the committee from New York. 

On my extreme left is Congressman Widnall, of New Jersey, also a 
Republican. 

On my right is Congressman Cole of Kansas, a Republican. 

I am Albert Rains, a Democrat from Alabama, and this is Hugh 
Addonizio, 2 Democrat from New Jersey. 

We have two other members of the subcommittee. One of them 
may get here for this hearing. Mr. Deane, of North Carolina, and 
Mr. Dollinger, of New York, may join us later. 

Our job, as you can well understand, is merely spot-checking across 
the country, because naturally we cannot see all of the housing proj- 
ects in the entire United States. 

I would like to say this, too: That whereas this committee has seen 
some very shoddy and defective housing in the course of its investi- 
gation thus far, it is a very small percentage of the millions of homes 
built under FHA and VA financing. 

We are interested today in hearing any complaint with reference 
to shoddy and defective construction in any housing on which the 
payments are guaranteed by the Federal Government in this area. 
We want you to understand, of course, that this committee cannot go 
out and correct those deficiencies, where they may occur. The end 
and aim of this investigation, in reality, is for us to report back to the 
Congress of the United States our findings in order that we may cor- 
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rect any deficiencies in the legislation and may make any changes 
necessary in the program to insure that the veterans and the other 
people who have homes insured by VA or FHA get their money’s 
worth. 

Now, we have a list of witnesses which our staff has prepared. But 
I would like to see the hands and get the names of any veterans or 
others in the audience who have housing which is shoddy or defective 
in construction, and who would like to testify before the committee. 

If you represent projects, please try to have not more than two 
witnesses from the project, because we cannot hear each individual 
vase, of course. Now, will those who would like to testify raise their 
hands. 

I don’t want a great many witnesses from the same project. About 
two from each project is all we can hear. If you will give our clerk, 
Mr. Barriere, your name, we will be delighted to hear you. 

The first witness we will call is Mr. Tom C. David. 

Mr. Davi. Mr. Chairman, I would like to ask that my chief ap- 
praiser, Mr. Willingham, be allowed to sit at the table with me. 

Mr. Rarns. Come around, Mr. Willingham, and have a seat. 


STATEMENT OF TOM C. DAVID, LOAN GUARANTY OFFICER, VET- 
ERANS’ ADMINISTRATION, ACCOMPANIED BY W. M. WILLING- 
HAM, APPRAISER 


Mr. Rains. Mr. David, give your name and your position to the 
reporter. 

Mr. Davip. My name is Tom David, Mr. Chairman. I am loan 
guaranty officer of the Veterans’ Administration. 

Mr. Ratns. With offices here in Jacksonville ? 

Mr. Davin. Yes, sir. 

Mr. Rarns. All right. Do you have a statement you want to 
make, Mr. David? 

Mr. Davm. I have a written statement, Mr. Chairman, which I 
would like to read. 

Mr. Ratns. How long is it? 

Mr. Davin. About 12 minutes. 

Mr. Ratns. Very well, you may proceed. 

Mr. Davi. I am loan guaranty officer of the Veterans’ Administra- 
tion, charged with the responsibility of administering the veterans’ 
home-loan program for the 57 of the 67 counties in Florida. I am glad 
you came to Jacksonville and that I can make a statement to your 
group regarding veterans’ home loans. 

My office is charged with the responsibility of passing on credit and 
income of veteran applications, the appraising and inspecting of prop- 
erties on which VA approves loans, the inspection of properties on 
which VA gives values prior to construction, the appointment and 
supervision of appraisers and inspectors and the other duties con- 
nected with the actual administering of the act as passed by the 
Congress. 

Several members of the Loan Guaranty Division, besides myself are 
present. It is our desire to be of help to your committee. 

It is my understanding Mr. Chairman, that this committee is es- 
pecially interested in certain problems which have arisen in connection 
with guaranteeing of loans on homes which later resulted in complaints 
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from their owners because of poor construction, faulty material, un- 
satisfactory sewage disposal, or other causes. You are, I know, inter- 
ested in securing suggestions as to how these things may be overcome. 
It is my desire to speak very frankly of my observations and experi- 
ences for they parallel the history of our Florida program which I have 
managed since August 1946. 

With these things in mind, I shall deal primarily with that part of 
our job which has to do with appraisals and inspections of properties. 

Fortunately, my office soon realized that the backbone of our pro- 
gram rests in the Appraisal Section for it is there the values are estab- 
lished and inspections are caused to be made. The Loan Guaranty 
Division is charged with the responsibility of making appraisals for 
the Government and the veteran purchaser. The majority of veteran 
purchasers are unfamiliar with the various phases of home purchas- 
ing and home ownership. To this end the Congress saw fit to provide 
in the law that the veteran shall not pay more than the reasonable 
values established by VA. 

The Appraisal Section of the Loan Guaranty Division in Jackson- 
ville was activated December 20, 1946, almost a year after the Division 
itself began operating. Prior to that time a list of appraisers was 
furnished all lenders who designated the appraiser of their choice. 
The evils of that system have already been presented to you in former 
hearings, I am sure. 

The present chief appraiser assumed his duties in the early part of 
1947 and at that time there were more than 200 approved appraisers on 
our roster. 

Mr. Ratns. Is that Mr. Willingham? 

Mr. Davin. Yes, sir. 

Mr. Ratns. What are your initials, Mr. Willingham ? 

Mr. Witiincuam. W. M. 

Mr. Rarns. Proceed, Mr. David. 

Mr. Davin. His first assignment was to review this list, make per- 
sonal contacts, and study their qualifications in view of selecting the 
best qualified men from the available list and applications on hand. 
This list was gradually reduced until today we have 53 approved 
appraisers on the roster. Seven of these men act in a dual capacity 
of both appraisers and inspectors. 

Mr. Rains. When did you begin reducing them because you found 
they were not competent / 

Mr. Davin. Within 24 hours after Mr. Willingham assumed his du- 
ties. That was our first conference, regarding the large number of 
men who appeared on our roster. 

Mr. Rarns. That was when ? 

Mr. Davin. That was 1947. 

Mr. Rains. Proceed. 

Mr. Davip. The majority are outstanding men in their field and are 
members of the American Institute of Real Estate Appraisers and the 
Society of Residential Appraisers. 

The Veterans’ Administration procedure of using fee personnel for 
appraisals and compliance inspections has been the success of the 
program. This office is obtaining for the veteran and the Government 
the best appraisals to be had and at a fee which, if obtained privately, 
would cost an individual two or thre times the amount paid by the 
veteran. The active appraisers on our roster, I am sure, could not be 
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hired by the Government and certainly not at a salary anywhere near 
the existing civil service grades. The average fee appraiser on our 
rolls has had a minimum of 15 years’ experience in the appraiser field. 

I have here with me several appraisal reports which have been 
submitted to my office by some of these appraisers. They were selected 
as being typical of what we are receiving today. I am leaving them 
with you for your review so you can see the complete manner in which 
sound information is provided the Appraisal Section for the basis of 
the establishment of reasonable value. 

The compliance inspectors have been selected with the same utmost 
care, paying particular attention to their qualifications, honesty, in- 
tegrity, and standing in their respective communities. We believe they 
are the best men obtainable and are now doing a splendid job. In 
order to obtain our present efficiency, it has been necessary to eliminate 
the least qualified appraisers and compliance inspectors from our 
roster. Our system provides fast and efficient service, both in ap- 
praisals and compliance inspections, which is vital to the program. 
The existing program performs a service for the veteran in that the 
appraisers are local men who the veterans may contact conveniently. 

Most of the returning veterans who had to find homes for their 
families during the first few years after World War II were forced 
to make what I have often called handicapped purchases. They 
returned to find their wives and children living in tourist camps, 
trailers, rooming houses, or with in-laws struggling with all the 
undesirable conditions in such situations. Their first desperate urge 
was to find a suitable place to live. 

Production of homes was just getting under way, and was inade- 
quate to meet the demand. ‘These boys were at the mercy of a sellers’ 
market, and they would have bought anywhere, at any price, had not 
this governing factor of experienced men been on hand from 1947 
to act as a brake on values through our appraisal system. 

We realized also in the early stages of this program that these vet- 
erans, inexperienced as they were and being desperately in need of 
homes, presented problems on a mass scale and could only be solved 
through a program of education of some kind. To this end, we en- 
listed the aid of State service offices, the veterans’ organizations them- 
selves such as the American Legion, Veterans of Foreign Wars, and 
most important, those appraisers and inspectors who live in scattered 
areas throughout the State. These men and organizations have been 
kept posted on our policies and have been supplied with information 
to be placed in the hands of prospective veteran purchasers. The loan 
guaranty office is always open to veterans for the discussion of their 
housing problems. In addition to these personal contacts. we receive 
numerous telephone calls from veterans seeking advice. Frequently, 
members of my staff are called upon to appear before groups of one 
type or another to discuss our program with them. These meetings 
include builders and Jender groups, civic clubs, veterans organiza- 
tions, and assemblies of other kinds. 

In the early stages of our keeping a tight rein on values, the vet- 
erans themselves and sometimes their organizations, complained and 
urged us to allow increased reasonable values so that they could get 
immediate possession. We, however, held fast and wherever neces- 
sary, questioned quality of materials and workmanship, as well as 
location, basing our reasonable value accordingly. 
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Mr. Corx. Of course there is a distinction between determining 
that a given house is more or less valuable, and the determination that 
a house is not properly constructed according to the plans and speci- 
fications, isn’t there ¢ 

Mr. Davin. ny sir. 

Mr. Cote. Now, you are talking, however, about the pressure that 
was put upon your office to increase the valuation. 

Mr. Davin. Yes, sir. 

Mr. Core. And not to permit the approval of a house that did not 
comply with plans and specifications 4 

Mr. Davin. That is correct. 

Mr. Rarns. Proceed. 

Mr. Davin. Prior to March of 1947, we accepted both FHA values 
and inspections. In November of that year, the central office issued 
instructions regarding compliance inspectors. More than half of the 
loans closed in our office to October 1950 were combination FHA-VA 
loans, commonly known as 505a loans. 

Mr. Rarns. You say combination, you mean they were FHA-in- 
spected ? 

Mr. Daviy. FHA on the first mortgage, and VA on the second, 
and FHA inspected. 

A definite program requiring inspections by VA inspectors on 
straight VA loans and FHA combination loans was established in 
December 1948. 

Mr. Ratns. As a matter of fact, in 1950 that section was abolished 
by the Congress. 

Mr. Davip. That is correct. However, until January 1951 at least 
75 percent of all compliance inspections on proposed construction 
received in our office were made by FHA. 

During that period of the program salaried personnel from our 
office were traveling to the limits of our budget. We were checkin 
the work of our inspectors, and in addition, those made by FHA. 
We were receiving numerous complaints. The Chief appraiser and I 
traveled extensively to every corner of our territory looking for a 
solution. I have no desire to cast reflections on FHA, but we were 
dissatified with their inspections. I must confess for the first time, 
prior to Washington notifying us to get permission before we re- 
quired all inspections to be made by our man, and without clearing 
through the Washington office, I assumed the responsibility of re- 
fusing acceptance of inspections on proposed dwellings upon which 
we were approving loans, unless the inspections were made by a mem- 
ber of our approved list of compliance inspectors. 

This procedure was adopted approximately 13 months ago and the 
number of complaints we have received on properties thus inspected 
have been few and mostly of a minor nature, wihich normally appear 
in any new home. We believe, therefore, that with the well-qualified 
men we are using and with a little help with our personnel and travel 
budget, we can continue to keep to a minimum and under strict con- 
trol, this problem you have heard about in the way of unsatisfactory 
construction. AJl complaints receive field inspection by either a mem- 
ber of our staff or fee personnel. 

It is true that the majority of our complaints have been about 
septic tank operations, and the Jacksonville VA office has worked 
constantly with the county and State health authorities to remedy 
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this situation, with the wholehearted cooperation of the State board 
of health, we believe we can eliminate the trouble. In the opinion 
of our office, the approval of the water and sewer disposal should con- 
tinue to be the responsibility of the State, county, and municipalities 
since they control the rates charged for these services, and will even- 
tually take the utilities over for maintenance. Until recently, pri- 
vately operated sewerage-disposal systems were unknown in this local- 

ity. “At present there are a number of the systems in satisfactory 
operation in the area. 

Mr. Ratns. Private disposal. What do you mean by that? 

Mr. Davin. Any disposal] system not being owned by the local city. 

Mr. Rains. Who owns it, then? 

Mr. Davm. The builder, in developing a subdivision, will at the 
same time develop a sewage-disposal system for the specific use of 
that subdivision. 

Mr. Ratns. What is that, septic tanks? 

Mr. Davin. No; it is a system—may I have Mr. Willingham explain 
that? 

Mr. Rarns. Yes, sir; please do. 

Mr. Wiiurncnam. It isa privately operated sewage-disposal system 
that operates very much like the municipal systems, in that you have 
your water mains, and the tank, and one principal outlet. 

Mr. Rarns. Built in connection with the project, by the project 
builder ? 

Mr. Witurnenam. That is right. 

Mr. Rarns. That is a very expensive deal, isn’t it ? 

Mr. Witiincuam. Costs have been running, naturally, to a certain 
size, depending upon the capacity, I would say from $30,000 to $60,000. 

Mr. Rains. Does that run up the cost of the individual units in the 
project considerably ? 

Mr. Wiiurncnam. No; we only allow on this basis of additional 
cost and sewage-disposals systems this: The increased land value due 
to a specific improvement being on it. In no case have we allowed 
more than, as I recall, in any case, under any circumstances, $300. 

Mr. Rarns. It sounds like a good solution if you can get it ‘done. 

Mr. Gametr. If that is taken over by the municipality, is there any- 
thing paid to the project? Or is it a donation? 

Mr. Ratns. So far as I am aware, we have not had any case in which 
the municipality has taken over one of these. 

Mr. Wipnau. A sewer district? 

Mr. Wituincuam. Yes, sir; a sewer district, in which they can be 
organized and operated by the county commissioners, or cities. 

Mr. Gawerr. Then they assess all those that use it, or anybody in 
‘that district ? 

Mr. Witiincuam. Yes, sir. 

Mr. Wiwnatu. How is it worked now, where a private contractor 
builds this package sewage-disposal plant? Does he bill the purchaser 
monthly for services? 

Mr. Wirir1ncuam. Yes, sir. 

Mr. Wipnatt. Is that for an unlimited number of years? 

Mr. Wuutneuam. Up until recently, until this new legislation, there 
has been no local or State control of that, and the fees charged for it 
have been running from $2 to $2.50. We have had a few cases in 
which this provision was written into the deed and it became a direct 
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charge on the land, and in those cases we recognized that fact and 
deducted it, as a direct charge, from the value of the property. 

Mr. Ratns. You may proceed, Mr. David. 

Mr. Davin. Home loans have been guaranteed for 37,000 veterans 
in the 57 counties in Florida. 

Mr. Ratns. Do you have two VA set-ups in this State, one here and 
one in Miami? 

Mr. Davin. Yes, sir. This office serves 57 northern counties, and the 
Miami office the 11 southernmost counties. 

Mr. Rains. Who serves the west coast ? 

Mr. Daviv. We serve it. 

Mr. Rains. You may proceed. 

Mr. Davip. A vast majority of them are happy with their purchases. 
My office has paid 261 home-loan claims, divided approximately 35 
percent on the guaranty of first mortgage and 65 percent on second. 

Mr. Rains. How much again? 

Mr. Davip. We have paid 261 claims. 

Mr. Rains. Out of 37,000? 

Mr. Davin. Out of 37,000. 

Mr. Gampir. What percentage would that be? It is a small per- 
centage, isn’t it? 

Mr. Davin. Actual foreclosures have been only 62. 

Mr. Rarns. Sixty-two all told? 

Mr. Davin. Yes, sir. 

Mr. Wipnatu. Are there any in process now ¢ 

Mr. Davin. Maybe one or two, sir. 

Mr. Rains. That is a very good record. You may proceed. 

Mr. Davin. More than 60 pe ercent of the cases reported in default are 
cured before going into foreclosure or the paying of a claim. No 
records are available showing the total number of veterans reselling 
their houses, but a fair estimate of those who sell because their loans 
are in default is 20 percent. ‘Those who have sold for other reasons 
in all cases coming to our attention have sold for a profit and in some 
cases a very substantial profit. 

Since we have not as yet allowed a foreclosure to proceed unless we 
have first contacted the veteran ourselves in an effort to help him 
through his difficulties, we know that even these have been brought 
about lar gely because of deaths in the family, prolonged sickness or 
marital difficulty. 

I must remind you that I can speak only from my experience here in 
the Jacksonville office, but you may ask me then what do I have to 
suggest as to how our program can be made still more efficient. The 
needs of our office and program are very simple. I previously stated 
supervision of our field men is imperative. The employment of addi- 
tional competent men in the appraisal section is important. 

We need to travel more, so that we can see what is going on. Often 
we know we should go, but we find we have no travel funds. We 
then must do the best we can by mail. Also an over-all rescheduling 
of salaries in the Appraisal Section would permit us to obtain the 
services of competent personnel. 

Let me assure you, however, that we are not by any stretch of 
the imagination, satisfied with our past history or present accom- 
plishments. We are aware of the weaknesses, and my staff and force 
are conscientious and will continue to overcome the faults with the 
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same vigilance as they have in the past. A good percentage of my 
personnel being capable veterans themselves, will try to avoid these 
pitfalls in the future. 

I appreciate this opportunity of making these remarks. Your very 
coming will tend to strengthen the hands of those who are responsible 
for this undertaking. I thank you again for the time allotted me. 

Mr. Rains. That is a very fine st atement, Mr. David. I want to 
ask vou a few questions. 

As I listened to your statement with reference to the fee system of 
inspection, I must confess that it does not exactly jibe—it sounds 
much better than the picture that I have seen in other sections with 
reference to fee appraisals. 

Isn't it largely because of the fact that you have a strong real 
estate board, a strong association of inspectors and appraisers here, 
that vou are able to get as high class inspectors as you do have? 

Mr. Davin. That is the primary reason, sir. We have a number of 
those men here, and I hope you will be able to talk to them at one 
time or another during the day. 

They are men who, as I have stated, have had vears of experience 
in this field, they are men who could not be hired on any condition 
under the salary the Government would be able to pay them. 

Mr. Rays. I want to ask you a pointed question: Do the inspec- 
tors that you have actually inspect every house in every project ? 

Mr. Davin. They do, sir. From three to four inspections. 

Mr. Rains. And when are those inspections made, during the 
course of the construction ? 

Mr. Davin. The first inspection is made during the pouring of the 
foundation. 

The second is made in the period which we call the dried-in period 
of the house, when the walls, outside walls, are in, but the plumbing 
and electric fixtures are still exposed. The third is when the house 
is broom-cleaned or completed. In certain types of houses we have 
recently put on a regulation requiring that a fourth inspection -be 
made, and that pertains to a special type of house, however, and it is 
a house where a floating slab floor is used. We want to assure our- 
selves that the dirt is well-filled and well tamped before the cement 
is poured. 

Mr. Rarns. Are any of the inspectors that you use in the employ 
of any lending institutions which do business with VA or in the employ 
of any contracting firms which do the building? 

Mr. Davin. They are not, sir. We have seen to that very strictly 
from the very beginning. 

Mr. Rains. Any questions, gentlemen ? 

Mr. Apponiz1o. How much is the fee that these appraisers receive ? 

Mr. Davm. May I ask Mr. Willingham to answer that, please ? 

Mr. Witurncuam. For the different types of appraisals and inspec- 
tions / 

Mr. Apponizio. Yes, sir. 

Mr. Wiurncuam. The fees for appraisals vary from $15 to $25, 
depending upon the prevailing fee in the locality. 

Mr. Apponizio. That is per r unit? 

Mr. WuuincHam. Per unit, for a single appraisal. 

Mr. Apponiz1o. How does that compare with the rest of the coun- 
try, do you know? 
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Mr. Wrurmcuam. I could not answer that for the country as a 
whole. , 

The compliance inspections are $5 per inspection. 

Mr. Wipnatu. How much? 

Mr. WittinGHAM. $5 per inspection. 

Mr. Gamer. Per inspection ? 

Mr. Wutrncuam. Yes, sir. Committee appraisal fees are set by 
the central office, and are based on one fee for each appraiser on the 
committee for each type of house, plus so much per lot up to a hun- 
dred lots. 

Mr. Rarns. These fees charged are within the rate schedules set 
by the Veterans’ Administration ; is that right ¢ 

“Mr. Witaincnam. Yes, sir. The Veterans’ Administration did not 
actually set the appraisal fees in the beginning. We have not in- 
creased them, but they did not set the fees for the appraisers. They 
did for compliance inspectors. And the fees are within the limits 
set by the central offices. 

Mr. Rarns. Is there any rate schedule set by VA for appraisals ? 

Mr. Wruurnenam. There was no rate set by VA for individual 
appraisals. 

Mr. Ratns. But there is a rate set for inspectors ? 

Mr. Wiuainenam. For compliance inspectors: yes, sir. 

Mr. Wipnatt. Is one man assigned to one development ? 

Mr. WitiincHam. We have often put two men on a development 
in order to get it done right. We will assign one block of houses to 
ohne man and another block of houses in the same development to 
another man. 

Mr. Rarns. If you receive a complaint, is the same man sent back ? 

Mr. Wiuurncuam. We send him a copy of the complaint and ask 
him to check it. 

Mr. Rartns. When checks are made, in accordance with complaints, 
what is the procedure on the part of the compliance inspector then 4 

Mr. Wittincuam. He checks the complaint. We send him a letter 
with a copy of the complaint. He checks that, writes us his findings, 
and he will contact the builder, and we contact him, and whatever 
steps are necessary are jointly taken to see that the situation is 
corrected. 

Mr. Ratns. I may be wrong in this, Mr. Widnall, but I think we 
may be finding something which is getting better appraisals. The 
appraisers I listened to in New Jersey, as I recall, only received $7.50 
and $15. Isthatcorrect? Isthat right, Mr. Mason? 

Mr. Mason. Mr. Chairman, I think you are referring to compliance 
mspectors. 

Mr. Rains. What was the rate for appraisals up there? 

Mr. Mason. I don’t recall that that was stated. Compliance in- 
spectors received $7.50 per inspection. 

Mr. Rartns. We would like to know whether the rates charged here 
are comparable throughout the country. 

Mr. Davip. Mr. Chairman, I am making a recommendation next 
week to our Washington office that we be allowed to increase our in- 
spection fees slightly and at the same time be allowed to put our com- 
plaint troubles a little heavier on the inspector’s shoulders. I do think 
that we should have a slight increase. 
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Mr. Rats. That does not answer my question. I am trying to find 
out whether or not you are now paying a higher rate for inspectors 
and appraisers here than in other sections of the country. You do not 
know about that ? 

Mr. Davin. No; I do not. 

Mr. Gampir. What has been your experience, where you get a com- 
plaint from a veteran, and you look into it, and you call it to the atten- 
tion of the builder. What has been your experience on how much he 
will comply and go along with you in fixing up the defects in building? 

Mr. Davin. Sir, the report on that, for the last year or so, has been 
much better than it was in the beginning, because this building boom 
immediately after the war attracted every type of human being under 
the sun who thought he could become a builder. 

Mr. Gamete. That is right. 

Mr. Davin. This competition that has entered the game has now 
more or less separated the boy builders from the men builders. 

Mr. Gambier. Yes, sir. 

Mr. Davin. And the builders who are in it now are interested in 
maintaining their reputation with us, with FHA, and with the public. 
And I can truthfully say that we have had very few instances, in the 
past year or so, where a builder has absolutely refused to go out and 
do what we told him we thought fair and just to correct the situation 
for the veteran. 

Mr. Gamer. Do you have any experience, such as we have run into 
in a couple ef places, where you get a gyp builder, and he does a bad 
job, and then he moves along a few miles and starts another building 
program, and gets loans from the same office? 

Mr. Davin. Sir, I have on my desk now a large number of applica- 
tions that we are holding up until a given builder goes back and makes 
a correction of something he built a year and a half ago. We even 
chase them into other States sometimes through the cooperation of 
guaranty offices. Of course, when a man goes into bankruptcy, we 
cannot get to him, but we have utilized every possible source of coer- 
cion, if you want to call it that. 

Mr. Gampte. I think you ought to have that right, when you know 
he is a bad builder, because you are forewarned. 

Mr. Davin. Yes, sir. 

Mr. Rarns. The trouble in the beginning was as you said, fly-by- 
night builders, and good home builders are, I would say, trying to weed 
those out of their business, which I compliment them for doing. But 
there are always those who creep in and fail to do the job. What kind 
of a recommendation can you make to us with reference to responsi- 
bility we can put on the builder? All you do is guarantee the loan, 
and the veteran has nothing but his recourse in court against a builder, 
sometimes, who is not responsible financially or otherwise. 

Mr. Davin. Yes, sir. 

Mr. Rarns. What would you think of requiring a performance bond 
of some description from the builder? 

Mr. Davi. Sir, my idea on that is it is a step toward prevention 
instead of correction. 

Given the proper inspectors, I believe that all of our offices can tell 
before that house is finished whether or not it is going to be finished 
properly. I know that question of bonds has been brought up, and, 
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frankly, I cannot argue too strongly against it except that I am 
against it. 

“Mr. Rains. You have authority now. Ifa builder is a bad builder, 
to refuse to renew your guaranties on a new project that he is building, 
isn’t that correct ¢ 

Mr. Davi. Sir, it is not clear to me what our regulation is on it. 
We have disregarded the regulations, and I wish this was not going 
into the record, but we have gotten at them. I will tell you that we 
have not renewed acquaintance with him again, when he refused to 
correct a situation. We have caused ourselves an enormous amount 
of trouble and criticism by doing it, but where a builder has not coop- 
erated with us, we have found more ways than one to stop him. 

Mr. Rains. Don’t you think you should have some authority within 
the law to stop him? 

Mr. Davin. I think it might be—and this just occurred to me now, 
so it may be no good—but 1 think that there may be certain builders, 
and they may be classified by the governmental agencies, as to which 
one we would require some kind of security from, and which one we 
would not. Because your field is largely being left to your better 
builders today. 

Mr. Gamste. As you catch up in this home-building industry, your 
field narrows, too, does it not, automatically, as far as the builders are 
concerned ¢ 

Mr. Davin. Yes, sir. The number of builders. 

Mr. GaMBLE, Yes, sir, and we are catching up as far as housing is 
concerned, are we not? 

Mr. Davi. Yes, sir. 

Mr. Wipnatt. Have you run into the difficulty down here, where 
the veteran or other purchaser actually entered into a purchase con- 
tract which provided nothing on the part of the builder and just every- 
thing on the part of the purchaser ¢ 

We have seen so many of these one-sheet contracts, where the vet- 
eran said, “I agree to purchase for $5,000,” terms so and so, and will 
get a house so and so. And that is the extent of the responsibility of 
the builder. Do you have that difficulty ¢ 

Mr. Davip. We certainly do. I have seen every conceivable type of 
contract in the past 2 or 3 years. Most of them are no good to the 
veteran purchaser himself, and yet I doubt if the man on the other 
end of the contract could force the issue. : 

Mr. Wipnati. Well, do you believe that a better minimum form of 
contract should be set up and possibly provide for specifications being 
attached to the contract ¢ 

Mr. Dav. Sir, I think that something along those lines could cer- 
tainly be worked out, but it is a very difficult undertaking because these 
boys here in Jacksonville or in any other part of the State will get 
to someone and sign any kind of a contract that will let them into a 
house before we can get our hands on it. If something like that could 
be worked out and put in their hands and let them know it is the only 
official form of contract, it might work. I have not given it too much 
consideration. 

Mr. Rains. Mr. Cole has a question. 

Mr. Coir. We want to be rather careful, do we not, about permitting 
the VA or FHA to blacklist certain builders? 

Mr. Davin. Yes, sir. 
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Mr. Core. By that I mean, turning around the other way, we want 
to be careful that we do not permit an agency to have life or death 
power over industry. 

Mr. Davip. Right. 

Mr. Cote. We do not want to permit them to have a few favorite 
builders whom they permit to go ahead, and blacklist the rest. 

So it is not an easy problem for either the Congress or the agency 
to write a law or regulation which would prevent favoritism from 
creeping in. 

When a decision is made that A is a good builder and B is a bad 
builder, then we have the agency determining a matter of fact which 
sometimes has considerable leeway one way or the other. So we 
want to be cautious about that, do we not / 

Mr. Davi. Sir, I can certainly appreciate that, because I follow 
you right down the line. I still go back to my original statement 
that the solution is one of prevention rather than correction when it 
is too late. 

Mr. Coir. I agree with you. 

Mr. Davin. And, given just a little help, I am willing to assume 
the responsibility for what happens here in the future. 

Mr. Rarns. You think it is a good idea to lock the stable before 
the horse is stolen ? 

Mr. Davin. I certainly do, sir. 

Mr. Rains. Any other questions, gentlemen? If not, you have 
been a fine witness, Mr. David, and we appreciate it. 

I failed to acknowledge a moment ago the kindness of Mayor Burns 
in allowing us to use the city hall. I don’t believe he is here now, 
but I want to tell him how very much we appreciate it. 

We will now hear from Mr. Melvin T. Dixon, State service officer. 

Are you a State official ? 

Mr. Dixon. Yes, sir; I am the director of the State department 
of veterans’ affairs, set up under statute 2269 of the 1945 legislature 
in Tallahassee. 

Mr. Rains. In other words, you represent the veterans? 

Mr. Dixon. I represent the veterans, through the cooperation of 
the various veterans’ organizations and also as a State employee, 
under the power of attorneys given to the State of Florida through 
the Florida Department of Veterans’ Affairs, as my office is known. 

Mr. Rains. We are glad to have you. 


STATEMENT OF MELVIN T. DIXON, DIRECTOR, STATE DEPARTMENT 
OF VETERANS’ AFFAIRS 


Mr. Gampte. What are your duties under that law, sir? 

Mr. Dixon. My duties under that law are, sir, to see that all the 
veterans, their widows, and dependents in the State of Flerida are 
given a place to go, free, to help them to get anything they may be 
entitled to either by Federal or State law. 

Mr. Gamete. And that includes housing? 

Mr. Dixon. That includes housing. 

Mr. Gampcie. Thank you. I just wanted to clarify it. 

Mr. Rains. You may proceed. 

Mr. Dixon. I do not have a written statement to submit to the com- 
mittee, sir. 
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However, as State service officer, having traveling representatives 
in every congressional district in the State, with headquarters in the 
VA regional office in Pass-A-Grille and in Miami, working through 
and with the cooperation of each county service officer throughout 
the State of Florida and the post and chapter service officers in the 
various veterans’ organizations in the State of Florida, I assure you 
that the majority of the complaints that pertain to housing or anything 
else in the veteran field are usually channeled through my office in one 
phase or another. 

I would like to say this also, in behalf of the loan-guaranty office 
here in Jacksonville, that as State service officer I have never had the 
occasion to bring a problem—and God knows we have had them— 
to Mr. Tom David, the loan-guaranty officer, that he and his staff have 
not done everything within their power legally—and sometimes run- 
ning, we will say, a good blutf—to help take care of the veterans on 
the problems brought to them. 

Mr. Rats. A very nice compliment to Mr. David. 

Mr. Dixon. For your information, I would like to cite just a couple 
of cases very shortly. I know you are pressed for time. 

I had 17 servicemen come to me down in Tampa, Fla. <All of these 
servicemen had either just got back from Korea or were just leaving 
for Korea. The majority of them had started a home, had been 
shipped to Korea, the home was completed, and they came home and 
it did not meet with their satisfaction, and they had various com- 
plaints. 

Mr. Corr. When was this? 

Mr. Dixon. September 1951. 

Mr. Corr. Thank you. 

Mr. Drxon. I brought this matter to the attention of the loan- 
guaranty officer. 

Mr. Rartns. Here in Jacksonville? 

Mr. Drxon. Here in Jacksonville—Mr. David—by long-distance 
telephone and confirmed later by correspondence. He immediately 
went down there, had that thing straightened out, got in touch with 
the builder, and all those boys expressed their deepest gratitude for 
the service that they received through the loan-guaranty office. 

Mr. Ratns. What was the trouble? Did it have to do with con- 
struction 4 

Mr. Dixon. It had to do mostly with drainage, sir. 

Mr. Ratns. Did the builder, at the insistence of Mr. David and his 
staff, correct the defects? 

Mr. Dixon. That is right. 

Mr. Rartns. What is the builder’s name? 

Mr. Drxon. Just a minute. I have got that down here, too. 

Mr. Ratns. Well, that is all right. 

Mr. Dixon. I don’t have it right at my fingertips. 

Mr. Rarns. That is all right. 

Mr. Dixon. A similar situation existed down in Cocoa, Fla., where 
the contractor went back in at the insistence of Mr. David and cor- 
rected homes, for a large amount of money. The same thing hap- 
pened up at New Smyrna Beach, where on numerous occasions the 
contractor has gone back in and made the corrections as insisted on 
by Mr. David and his people. 
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Now, I say this: I hear of these problems, I take them to Mr. David. 
I think that one of the main troubles in this whole program is that 
unless the loan guaranty officer has a contractor who is still in business, 
and who has future applications coming, or applications laying on the 
desk of that loan guaranty oflicer, the loan guaranty officer's “stick is 
not big enough to go back and make the contractor do anything. 

Mr. Rains. Do you think, then, for those who do not continue in 
huilding and of whom you do not think too much as a builder, that it 
would be a good idea to require a performance bond of some type ? 

Mr. Dixon. I definitely think that the responsibility in some form 
or another should be placed on the builder who is getting paid for his 
job by the veteran; I think the responsibility should be tied onto that 
lasfidoe in some manner. What the answer is, I personally do not 
know, but it is my opinion that the responsibility should be laid on 
the builder’s shoulders, because he is the man getting paid for his 
work and he is the man who should come back and fix it if it is not 
satisfactory. 

Mr. Rarns. Also you think the inspector for the VA or the FHA 
should do his job well enough so that where there are any defects, he 
will find them before the house is paid for? 

Mr. Dixon. That certainly would be a good situation; yes, sir. 

I think also, gentlemen, that one of the main things wrong with this 
program is the lack of education to the veteran himself. 

Mr. Rains. You have hit the nail on the head. We know that. 
Now how are you going to do that ? 

Mr. Dixon. You can hear on the radio, in the various cities through- 
out the State of Florida, now, an average of twice a day, sometimes, 
where the Veterans’ Administration contact offices are putting on some 
type of canned news release about various veterans benefits. 

However, not one-tenth of that information that is put out as a 
community service, and most of these radio stations give their time 
free for his purpose, pertains to housing. Yet it is one thing that 
the veteran is least informed on, because 90 pereent of our veterans 
that have built houses since 1946, it is the first home they ever built 
in their lives. 

Mr. Rains. Do you find among some of the veterans, as we found 
elsewhere, the veteran is under the impression the home he has is a 
federally built and federally guaranteed home, and not only is the 
payment guaranteed, but th: at he understands the home also is guaran- 
teed by the Federal Government ? 

Mr. Dixon. I think that is the general opinion of about 60 percent 
of the veterans. 

Mr. Gambier. At least. 

Mr. Ratns. Would you say, then, that there should be some way 
whereby the veteran, before he goes out and buys a home—and some 
of them buy them like they were buying a pack of cigarettes—should 
he be apprised of all the facts and circumstances by some official of 
the VA before he is allowed to sign that contract ? 

Mr. Dixon. I think that is exactly right, and I have made such 
recommendations to Washington through various veterans organiza- 
tions, through our State service officers’ national association, and so 
forth. Somebody should sit down and counsel with the veteran, 
because we are coming into a phase which I personally am a little 
scared of. And that is that the veteran who has now sold that 
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house and has gone on his way, that the person he has sold it to is 
maybe not going to make the payments and there are going to be some 
foreclosures. 

You heard Mr. David give you our foreclosure figure in the State 
of Florida, which I think speaks for itself, as to the cooperation 
the veterans are getting. At the same time we are having veterans 
walk into the office with a letter from the Administration saying, 
“You owe us $23,800.” 

The boys say what is this for? That is for a house they lived in 
and which they sold, and has been foreclosed now, and the VA guar- 
antees have to be paid. 

I think there is a great need for an educational program on it. 
We are certainly pre: aching it in veterans organizations and every- 
where where we have veteran counselors throughout the State of 
Florida. 

Mr. Corn. Is it possible for the lender to obtain a deficiency judg- 
ment against the signer or maker of the note, if the mortgaged prop- 
erty does not bring at the foreclosure sale the amount of the loan / 

Mr. Drxon. Ido not think so. You better ask one of these builders 
back here that. I do not know. 

Mr. Rarns. Isn’t the Florida law, as it is in nearly every State of 
the Union, if you sign a mortgage on a home and that mortgage is 
foreclosed and does not bring at foreclosure as much as you owed on it, 
you can be sued for the difference / 

Mr. Drxon. That is right. I think that is true. 

Mr. Rarns. That is what Mr. Cole is talking about, I think. 

Mr. Drxon. That is right. Certainly we need a good appraisal 
on a piece of property that a veteran is going to buy or that he is 
building. We need it and we need it bad. 

But I think better than that, I think that this contractor should 
be tied up somewhere, because the fly-by-night builder has given us in 
the veterans program more trouble than anybody else in the world. 
He is the man that has caused this thing to go sour. He is the man 
who cut corners, and instead of doing even a fair job, did a very 
minimum job, with nothing extra at all. 

I frankly would like to recommend that a program be worked out in 
some manner whereby the contractor will be bound in some manner 
so that he has to come back and correct the things that need to be cor- 
rected in a veteran’s home where it has been guaranteed by the 
Government. 

Mr. Rats. In the projects that have been built in and around Jack- 
sonville, have the veterans bought these homes from model homes in 
the project, without even seeing them? 

Mr. Dixon, No, I think most of the veterans have gone and looked. 
Now some may have bought in the blueprint stage where there have 
been one or two already ‘constructed, and they bought one with the 
understanding that the house was going to be built according to 
specific ations. 

Mr. Rains. That seems to be the rule in a lot of places. 

Mr. Drxon. I think, also, that our veterans—and God knows I am 
for the veteran if anybody in the State of Florida is—but our veterans 
themselves sometimes are a little too eager to close deals. They do 
not familiarize themselves with all the facts, with everything they are 
faced with, and we come back again to that counseling program, be- 











382 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


fore that loan is closed or before that contract is entered into, so that 
somebody can sit down and say, “Now, Joe, here is what you are faced 
for,” and to advise that man. He does not know anything about 
building a house. He is at the mercy of the contractor. 

He doesn’t know whether those joists are supposed to be 16 inches 
apart and have four nails in them or 18 inches apart and have one 
nail inthem. He does not know. He has got to rely on the inspector 
and on the contractor. 

Mr. Ratns. He has a right to rely on the inspector, because they 
have taken on the responsibility of seeing that it measures up to speci- 
fications. But I agree with you, he needs to be further advised as to 
his responsibilities and his rights under the contract. 

Mr. Wipnaui. Have you had many cases in Florida where a down 
payment has been made by a veteran and then the builder has folded 
and gone into bankruptcy and the veteran has lost his down payment ? 

Mr. Dixon. Very few. I do not recall any. 

Mr. Wipnatu. Have you had any trouble with escrow moneys ? 

Mr. Dixon. Not that has come to the attention of my office. I have 
had several of those problems where this has happened out of the State 
of Florida, and these veterans have come to the State of Florida and 
have come to us for help, where we have contacted officials in another 
State. I know that problem exists in two or three States, but I have 
not been faced with it here in the State of Florida. 

Mr. Rains. Are there further questions, gentlemen ? 

If not, thank you very much, Mr. Dixon. We appreciate your 
statement. 

Mr. Rains. I see we have four veterans from four different sub- 
divisions. I am going to hear from one or two of those now and then 
we will go back to the original list. 

From Nicholas Court, Mrs. Edna Nathanson and Mrs. Dorothy 
Spray. Will you come around, please ? 

Mrs. Narnanson. I am Edna Nathanson, 2546 LaMee Lane. 

Mrs. Spray. I am Dorothy Spray, 3646 Nicholas Circle. 

Mr. Gampte. Is that in Jacksonville ? 

Mr. Rains. Go right ahead. 


STATEMENTS OF EDNA NATHANSON AND DOROTHY SPRAY, 
JACKSONVILLE, FLA. 


Mrs. Naruanson. I think our No. 1 problem is our septic tanks. 
We have septic tanks but they are not in operation. 

Mr. Coix. Before you start, may I ask one or two questions? You 
purchased a house which is VA insured? 

Mrs. NATHANSON. Yes, sir. 

Mr. Cote. And when did you purchase it ? 

Mrs. NarHanson. July 16, 1951. 

Mr. Cote. Did you purchase it from the builder, himself? 

Mrs. Narwanson. Yes, sir; one of his salesmen. 

Mr. Corr. Is it a house that is located in a project ? 

Mrs. NarHanson. Yes, sir; I suppose they say subdivision. 

Mr. Rains. How many homes? 

Mrs. Narnanson. Forty-two or forty-three. 

Mr. Ratns. Who is the builder? 

Mrs. Narnanson. Lawrence C. Pearce. 
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Mr. Cote. What did you pay for it? 

Mrs. NarHanson. $7,125. 

Mr. Corr. Would you give the number of rooms? 

Mrs. Narwanson. Five. 

Mr. Coir. Modern ¢ 

Mrs. Naruanson. Yes, sir; concrete-block construction. 

Mr. Cove. What kind of roof? 

Mrs. NaruHanson. Rock roof or whatever you call it. 

Mr. Core. Tell about the septic tanks now. 

Mrs. Naruanson. Well, it started last September, when the first 
rains came. You could not use your bathrooms. Then you had to 
stand and vou had to bale the water out of your bathtub and out of 
your commode as it came into the bathroom. 

Mr. GamBie. Backed up, you mean? 

Mrs. Naruanson. Yes, sir; we went down to the county commis- 
sioners, a delegation. 

Mr. Rarns. It is located outside the city limits. 

Mrs. NarHanson. Yes, sir; about a block away from the city limits. 

Mr. Rains All right. 

Mrs. NarHanson. They went to Mr. Pearce and asked him what 
could be done. This is the story we get now—that is all we can go by, 
and the State sent Mr. Castleberry, I don’t know his capacity, they 
sent him out and they made percolation tests and all kinds of tests and 
found that the land would not drain. And their workmen were sent 
out there and the workmen told practically everyone out there that 
when the VA inspector came out to inspect the septic tanks, that the 
builder would make so many a day and cover them over with roofing 
paper, for inspections the next morning. 

Mr. Apponiz10o. Do you know who the VA inspector was? 

Mrs. NarHanson. I don’t know that. The next morning the VA 
inspector would not go and look in the septic tanks. They would walk 
down the middle of the street 

Mr. Rarxs. Who told you this? 

Mrs. Narnanson. I do not know the man’s name. He worked for 
Pearce. 

Mr. Ratns. You realize we want the exact facts? 

Mrs. Naruanson. I realize that, too. 

Mr. Rains. But we are putting this in the record and we want it to 
be exactly factual. 

Mrs. NarHanson. I realize that. 

Mr. Ratns. What you are telling us is just rumor that somebody 
told you that he went down and did that? 

Mrs. NarHANnson. Yes, sir. 

Mr. Core. Just a minute. What the chairman means is did you 
actually see the inspector himself ? 

Mrs. NarHanson. No. 

Mr. Core. Did you, Mrs. Spray? 

Mrs. Spray. I know one tank that never was inspected, it was dug 
up and covered over with tar paper, and it was never inspected. And 
it still backs up. 

Mr. Rains. May I ask, How do you know that? Was that at your 
place? 

Mrs. Spray. It was next door. 
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Mr. Rarns. Do you know who the inspector was for the VA who 
was supposed to inspect that home and that septic tank ? 

Mrs. Spray. No; 1 do not. 

Mr. Rains. Was that after you moved there? 

Mrs. Spray. After we moved in. 

Mr. Rains. In other words, you were in before this house was com- 
pleted, is that correct? 

Mrs. Spray. The people were living in it; yes, sir. It was already 
completed. 

Mr. Rats. Well, when was he supposed to inspect the septic tank? 
Before the house was completed ? 

Mrs. NarHanson. That is the last thing they do. 

Mr. Ratns. Is this in a low, flat terrain ? 

Mrs. Naruanson. Well, your lots are built up high, but when there 
is no drainage in front, it all backs into the yard, and we have no 
drainage in front. 

Our septic tanks drain into the ditch in front of our house and it 
stays right there. 

Mr. Rarns. Have you complained to the VA ? 

Mrs. Narnanson. Yes, sir. 

Mr. Rarns. What was their report to you ? 

Mrs. Naruanson. They said that the roads belong to the county. 
We went to the county. The streets, that is. 

Mr. Rarns. Yes. 

Mrs. NarHanson. We went to the county. The county says they 
will not accept the streets until the builder has put them in according 
to their specifications. All right. The builder says the VA required 
him to put them in that way. 

Mr. Rartns. What about the septic tanks? 

Mr. NarHanson. Mine is running out of my front yard. He sent 
his men out, 2 weeks ago—it was not used for a week—they dug my 
grass all the way down my front yard, made a ditch, for my drain to 
drain out, and it drains into my front yard right now. They promised 
to come back the next morning: 

Mr. Ratns. When you say “they,” do you mean the builder? 

Mrs. NarHanson. Yes, Lawrence Pearce, he promised to come back 
the next morning and they would start work on it. That was in 
September. They have been promising every week since. 

Mr. Rarns. And it has not been corrected yet ¢ 

Mrs. Narnanson. It has not been. They say they are waiting until 
warmer weather. So it was started in warm weather. It was started 
last September. 

Mr. Rarns. Is that sandy soil out there? 

Mrs. NarHanson. I would say so; yes. 

Mr. Ratns. What is your situation, Mrs. Spray? You live in the 
same subdivision ? 

Mrs. Spray. Yes, the weather stripping on the houses has all come 
off, it is supposed to have been replaced, the ceiling is cracked, and 
around your doors, where this metal stripping is, where most places 
have the wood, it is metal, and it is all peeled off, and the floors, any 
place where you put a piece of furniture, your tile pops out. 

Mr. Rarns. The tile on the floor? 

Mrs. Spray. Yes. 

Mr. Ratns. How long have you been living in your home? 
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Mrs. Spray. Since last June 1951. 

Mr. Rarns. How soon after you moved in did these defects appear? 

Mrs. Spray. ‘Two months. 

Mr. Rarns. Did you bring them to the attention of the builder? 

Mrs. Spray. Yes. 

Mr. Rarys. What effort has he made to correct it, if any ? 

Mrs. Spray. He has sent someone out and looked at it and said it 
would be done but it has never been take care of. 

Mr. Rarns. It has not been done yet? 

Mrs. Spray. No, and also—— 

Mr. Apponizio. Are there any homes in this development that do 
not have any complaints ? 

Mrs. Spray. No. 

Mrs. Narnanson. No; not a one, I don’t think. 

Mrs. Spray. Also, they cut a ditch down through the side of our 
lot and it is supposed to carry off the drainage from all the houses 
out there, and it has been covered over half way, and they left the 
rest of it open, which is washing away all the yard, and it carries all 
the filth and everything down through there, where the septic tanks 
drain through the front yards of everybody else, it comes down 
through the streets, right across in front of everybody’s yards, and 
their drives, and goes into this ditch and stands there. 

Mr. Ratns. Now where those septic tanks were draining out into 
the street or road, or whatever it is in front of your home, that creates 
a very serious health menace. What do the health authorities say 
about it ? 

Mrs. Spray. Well, we had the health inspectors out there and they 
did not do anything either. 

Mr. Rarns. The health inspectors of the county or the State ? 

Mrs. NatHanson. And the State. Both. 

Mrs. Spray. And there are so many children out there, and there is 
not a drive outlet that does not have filthy water standing in front 
of it, partly from the septic tanks and partly from the drainage and 
it goes in this ditch and stands there, and there are children all around 
there. And it smells terrible. 

Mrs. Narnanson. The thing is this: most of those veterans that 
bought homes out there were in World War II. All right, most of 
builders were not in. I mean they are older men. Most of these 
boys are just getting started. They are poor. They have no way to 
fight it. 

The builder says that it is the State. He says he is not at fault. 
That it was the State. That it goes back to the State who passed it. 

Mr. Gampbir. Why is the State at fault? 

Mrs. NarHanson. Because they passed the drainage tests. 

Mr. Rarns. Of course you realize one thing, and I want to make 
this clear. We want to help you, if we can. But the laws of the 
State of Florida are outside the jurisdiction of this committee. and 
the acts of any Florida employees are outside the jurisdiction of this 
committee. 

But I will say this: that if it is a health menace, it seems to me that 
somebody ought to look into it. 

Mrs. Narnanson. All right. Mr. Shropshire, I think he works 
for Pearce—he said he did, anyway-—he came out last week. So we 
said, “What is going to be done about this?” He said, “I don’t know 
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but somebody is going to have to pay for some sewerage out here.” 
We said, “Who is going to pay for it?” He laughed and said, “You 
know who will pay for it.” We wie be glad to pay for it, if they 
would do something. 

Mr. Rarxs. When you say “they,” let us get one thing straight. 
You see. the builder is the man who constructed it. 

Mrs. Narnanson. Yes. 

Mr. Rains. The VA actually guarantees your payment. That is 
the set-up. But the VA also has the authority and responsibility of 
performing the proper kind of inspections to see that defective and 
shoddy housing do not occur. 

I do not know that we can correct it, but we will cert: unly ask the VA 
and the builder to look into it to see what can be done about it. 

Mrs. Naruanson. I would also like to say this: that we have called— 
he must have at least 10 calls a day—but you can never talk to the man 
himself. He has been out there one time, for people to see him, and 
that was in January. And he said, he made the statement to two or 
three of the people who own the house out there, that he couldn’t afford 
to have that many people hold the ill will that they held against him 
and he was going to fix it. That was January. 

Mr. Rains. Let’s hope that we can give him a little urging and that 
he will. Do you know whether or not he is building any other 
projects ? 

Mrs. Naruanson. Yes, he is. 

Mr. Rains. Where? 

Mrs. NatHanson. South Side. 

Mr. Rains. Where are they? 

Mrs. Naruanson. New Beach Boulevard, about 3 miles from us. 

Mr. Rarys. Are there any further questions? 

Mrs. Spray. Also, I want to ask you something: When you buy a 
house from the builder, and the VA approves it, aren’t they supposed 
to approve the land that goes with it? Isn’t is supposed to be properly 
cut out and fixed ? 

Mr. Rarns. You raise a very good question and one that has con- 
fronted this committee at many places, with reference to the presite 
engineering. We think certainly it is a part of the VA’s job, when 
they are going to guarantee the loans, to determine the type of place 
where the project is built, whether it will carry septic tanks, that it 
drains properly, and so forth. Ithink they have the responsibility for 
presite engineering; yes indeed. 

Mr. Wipnaun. When was that development commenced ? 

Mrs. Natuanson. March of 1951. 

Mr. Gamste. Is it completed now ? 

Mrs. NarHanson. Yes. 

Mr. Corr. You mean nearly completed ? 

Mrs. NatHanson. It never will be. 

Mrs. Spray. My husband went to the Veterans’ with Mr. Adams, 
the neighbor that lives next door. That is where the ditch is cut, be- 
tween our vards. And they were told—they went down there because 
we were told we would get a culvert put through there, and when they 
went down there, because the property was decre: ising from the value, 
because of this land washing away, in fact we do not have the frontage 
that we bought, he said the Veterans’ didn’t have anything to do with 
the property. 
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Mr. Ratns. What do you mean the “Veterans”? The Veterans’ Ad- 
ministration ¢ 

Mrs. Spray. Yes, they went down to find out if something could not 
be done because the property was all washing away due to the fact 
that there was no culvert put down through there. 

Mr. Rarws. When you say “He said,” who are you talking about ? 

Mrs. Spray. My husband. 

Mr. Rartns. Who at the Veterans’ Administration ? 

Mrs. Spray. Mr. Brown and Mr. Willingham. 

Mr. Ratns. Do you know that? 

Mrs. Spray. They went in first and talked to whoever it is that sees 
you first. I was not with them. Then they got to the head. They 

said they talked to the one in charge of the office here. And he told 
them that they did not have anything to do with the property. 

Mr. Corr. In order to clarify that, we want to be sure as to what the 
law really is. The Veterans’ Administration has certain duties and re- 
sponsibilities in connection with inspection and appraisal. That is 
their job. Thev are the insurer and guarantor of the loan. 

Now they do have a responsibility to see that the inspection is 
properly done, and that it follows the plans and specifications. 

Beyond that, so far as the law is concerned, they are correct in 
saying to you that they have no authority, legally or “otherwise, to re- 
quire ‘the builder to do certain things which are beyond the plans and 
specifications. 

Mrs. Spray. Well, if they tell us when we buy the place that there 
is going to be a culvert put down through there and the VA comes 
out to approve it, isn’t it supposed to have a culvert ? 

Mr. Core. [f it is in the plans and specifications, that is correct. 

Mrs. Narnanson. They never showed vou a plan and a specification, 
but you had only 5 days after you moved into that house, 5 days now, 
but you never knew anything about the specifications to give them. 
You had your choice of this and that and the other, but you only had 
5 days, and then they come back to you and Mr. Brown, from the Vet- 
erans’ Administration, came to my house to inspect the complaints 
that I had, and he told me that they could not force the builder to do 
anything. The builder did not guarantee his work, and that they 
could only recommend that he do these things, which he never did. 

Mr. Rains. That is what the service officer meant a moment ago 
when he said it would be well for people to know of their rights before 
they buy them. You did not have to buy, if you had known all of 
these things in advance. 

Mrs. Naruanson. Yes. 

Mr. Ratns. So I agreed with him, one of the things needed most is 
for the people who buy these homes to know exactly what is in the 
specifications and plans. We have toyed with the idea that it might 
be well for the buyer to have given to him a plan and specifications. 
That is not required now. But that causes a lot of trouble, I well 
know, not having those plans and specifications available to the vet- 
erans. 

Mrs. NaruHanson. Our baseboard has dropped down a fourth of an 
inch. 

Mr. Core. Will vou clarify your statement that you had 5 days 
within which to do something ? 
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Mrs. Naruanson. We had 5 days, from the time we moved into our 
house, to let them know our choice of colors, and things like that. 

Mr. Gamste. Colors of what ? 

Mrs. Naruanson. Colors of walls and of the house. 

Mr. Gamsie. You moved in before the house was completed ? 

Mrs. NarHanson. No; we did not. But you had your choice. 

Mr. Gambier. You moved in and the house was completed except as 
to that ? 

Mrs. Narnanson. Yes, our house was, because somebody else bought 
it before we did and their loan did not go through, but the salesman 
made that statement to us. 

Mr. Gamsie. You are talking about decorations when you say that? 

Mrs. Naruanson. Yes, sir. 

Mr. Gambier. That would not have anything to do with septic tanks 
and things of that sort ? 

Mrs. NarHanson. That does not matter. If we can get our drainage 
fixed, that is all we want. 

Mr. Rains. We will take it up with the VA and see if they can 
help you. Thank you very much for coming down. 

The next witness is Mr. E. H. Garrison, from Hillcrest subdivision. 
Edwin Garrison. W. F. Hoard, Jr., 5310 Hillcrest Road. 


STATEMENTS OF E. H. GARRISON, HILLCREST SUBDIVISION, AND 
W. F. HOARD, JR., JACKSONVILLE, FLA. 


Mr. Ratns. You are from the Hillcrest subdivision ? 

Mr. Garrison. Yes, sir. That is located just outside the city limits 
of Jacksonville. 

Mr. Rains. How may homes in the subdivision or project ? 

Mr. Garrison. Eighty-six at present. 

Mr. Rarns. When were they constructed? When did the people 
move in? About when? 

Mr. Garrison. I was one of the first to move in. That was in No- 
vember, a year ago. 

Mr. Rarns. It will be 2 years in November? 

Mr. Garrison. Yes, sir. 

Mr. Rarys. Who built these homes? 

Mr. Garrison. Brownette Construction Co. 

Mr. Rais. Of Jacksonville? 

Mr. Garrison. Yes, sir. 

Mr. Rarns. Are they VA-insured loans? 

Mr. Garrison. Yes, sir; 100 percent. 

Mr. Rarns. And the people who live out there are veterans, is that 
right? 

Mr. Garrison. Yes, sir. 

Mr. Rarns. Are all the homes occupied ? 

Mr. Garrison. Yes, sir. 

Mr. Rarns. What was the price of the homes? 

Mr. Garrison. They ranged from $5,995 to $7,995. 

Mr. Rarns. In other words, they are one and two bedrooms? 

Mr. Garrison. Two and three bedrooms. 

Mr. Rains. What construction ? 

Mr. Garrison. Concrete block. 

Mr. Rains. What is the trouble with them ? 
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Mr. Garrison. Well, the biggest trouble there is drainage, the 
street has never been completed, and the septic tanks. 

Mr. Rats. Same trouble as we heard in the main, about the others? 

Mr. Garrison. Yes, sir. 

Mr. Ratns. What do you mean the street has never been completed ? 

Mr. Garrison. The street has never been completed into Cassidy 
Avenue, and we have to travel through a dirt road which is practically 
impassable to get into the project or else drive 2 miles and come into 
an entrance on the back side of it. 

The street was supposed to have been paved into Cassidy Avenue 
and was not. 

Mr. Ratns. What about the drainage? 

Mr. Garrison. Well, through the center of the project is a drainage 
ditch, and septic tanks run through a filter bed and the water runs 
into this ditch. It was supposed to have been covered and it was 
never covered. The water in this ditch, according to the health 
department, is contaminated. 

Mr. Gambier. Where does the ditch go? 

Mr. Garrison. I presume the ditch drains into Cedar Creek. It is 
not too far from there. ‘ 

Mr. GamBie. What do you mean it was never covered over? 

Mr. Garrison. Well, in the specifications, when everybody bought 
those houses, from looking at a model home, from a print, and they 
had the whole lay-out of the project and it showed the ditch covered 
and the street paved with curbing all the way into Cassidy Avenue. 

Mr. Gampie. Was there anything in your contract about the street 
being paved ? 

Mr. Garrison. The street was not even there, although it is shown 
in the plat book in the county courthouse as being there. The street 
is not there. 

Mr. Gamsir. What is in front of your house? 

Mr. Garrison. We have a street in front of the house, but the en- 
trance into the project from Cassidy Avenue into this street that was 
put in 

Mr. Game. In other words, the development is not connected with 
the main thoroughfare ? 

Mr. Garrison. That is correct. 

Mr. Gampsixr. Do you have pavement in front of your house? 

Mr. Garrison. Yes, sir. 

Mr. Rains. Did you get any kind of a contract when you bought the 
house ? 

Mr. Garrison. No, sir. I am like all these other veterans, I never 
bought one before, and I am quite in the dark on just what you should 
look into and what to look for. 

Mr. Rarns. But you do know that the plat book and the plans for 
the project, as you saw them, showed this street cut into it, with 
curb and gutters, is that right? 

Mr. Garrison. Yes, sir. 

Mr. Rats. This septic tank problem. Were these septic tanks for 
each individual home? 

Mr. Garrison. Yes. 

Mr. Ratns. What is the situation with reference to septic tanks? 

Mr. Garrison. I have not had any trouble with mine but some of 
the people here who are from there have had. My neighbor just had 
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to have his dug up and put in correctlyat a cost of $75, and quite a few 
of my neighbors have had trouble. In fact, I am the only one there 
who has not had trouble. 

Mr. Gamsir. What is the trouble, overflow ? 

Mr. Garrison. Overflow. 

Mr. Gamptr. Too small or not enough drainage ? 

Mr. Garrison. Probably caused from the lead lines not being long 
enough. 

Mr. Coin. How large are your lots? 

Mr. Garrison. 65 by 115, the one I have. Some are a little larger, 
with the three bedroom houses, I think they are 75 feet frontage. 

Mr. Wipnati. Did you complain to the VA about it! 

Mr. Garrison. Yes, sir; the people from this project have con- 
tinuously complained, but they explained that they have no power 
whatsoever to correct it. The county won’t accept it until he finishes 
paving the street. And they won’t accept the drainage ditch until he 
covers it. 

Mr. Wipnatt. Is he still building? 

Mr. Garrison. Yes, sir. 

Mr. Wipnatt. In the same project ? 

Mr. Garrison. At present he is not. There were some surveyors 
out there yesterday and I asked one of them what they were doing 
and he said, “We are fixing to build some more houses in here.” I 
said, “Who is going to build them?” He said, “The same man who 
built your house.” So I presume Mr. Brownette is planning to build 
more houses. He has lots laid out there for 550 houses, with only 86 
built. 

Mr. Wipnati. What did the local health authorities say about it ? 

Mr. Garrison. We have a civic club there, and we had the county 
health department check the water in this drainage ditch and they 
reported back to us that it was contaminated. 

Mr. Ratns. Is this known as the Hillcrest Civie Club? 

Mr. Garrison. Yes, sir. It is a very minority group of the people 
there. We have only 29 members. 

Mr. Ratns. How many people live in the project ? 

Mr. Garrtson. Eighty-six families. 

Mr. Rarns. I am looking at what purports to be an agreement be- 
tween the Hillcrest Civic Club and Frank Brownette, and H. S. 
Brownette, president and vice president of the Brownette Co., signed 
by W. D. Phillips, president of the civie club, and then the other 
members of the committee, on the 25th of February 1952. I have 
not had a chance to read it, but it appears to be an effort to correct 
the defects, is that right ? 

Mr. Garrison. Yes, sir; we are having to compromise with him. 
He wants to abandon and do away with that part of the road that 
he has not paved and put business in there and if we will agreed to 
let him do that, he will pave the road around the business district 
into the project and cover the ditch. 

If he cannot rezone it and do that, he says he won’t do anything. 
The contract there, you will read, is null and void. In fact, as far as 
the civie club is concerned, that contract was null and void because 
the representatives that we sent down there were supposed to be 
unanimously in consent in trying to work out a compromise, and one 
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of the members that was on the board did not sign, so that made it, so 
far as I am concerned, no good. 

Mr. Rarns. In other words, these proposed corrections, you say, 
would not clear up the situation ? 

Mr. Garrison. Well, they do not show a business district in there 
to us, that was not in there wlren we bought our homes. If we are go- 
ing to have business, I live very close to where the business would be, 
if I look out of the door I look into the back of the store buildings. 

Mr. Wiwnatt. Regardless of the ability of this committee, unless 
some of these drainage and sewer conditions are cleaned up properly 
in the United States, we are going to have some very serious epidemics 
this spring. 

Mr. Gamete. No question about it. 

Mr. Wipna.. It behooves the local board of health, VA, and the 
contractors and everybody else, to do something about these condi- 
tions promptly. I am sure you people will cooperate if you can find 
out what the answer is and how it can be worked out. 

Mr. Garrison. Well, this minority group here, known as the civic 
club, is trying to compromise to get that condition corrected. 

The people that live along that ditch with the contaminated water 
are the ones that are really wanting to compromise with him—any- 
thing to get the ditch covered. 

Mr. Gampie. Who made the mortgage on your house? 

Mr. Garrison. American Title and Insurance Co. holds it. 

Mr. Gambie. Have you asked them to help you in getting these 
things straightened out ¢ 

Mr. Hoarp. I think maybe I can answer that a little bit. Under- 
stand we are trying to bring out some things that were not brought 
out in the records you have there. We are working without them. 
There were some contacts made, with these people, on the project out 
there, but with no result. 

Now I personally have talked to Charlie Bennett, Mr. Brownette, 
Mr. Tom Davis, whom you saw sitting here, and Mr. Willingham, and 
it seems to me—picture yourself where I sit. I mean I cannot say 
“We will go to see him”—and it is between the county and the VA 
and the builder and buyer, which is us—we are in error, I believe, 
as much as anyone else. Of course, we were looking at a little piece 
of ground with a house sitting on it. And we were not looking any 
further than our nose. But neither did the contractor build any 
further than our nose. 

Mr. Rains. The main thing we are concerned with is whether or 
not there was failure of inspection, appraisal, on the part of VA, 
and whether or not the builder is living up to his part of the contract. 

Mr. Hoarp. Well, I do not believe the builder lived up to his part 
of the contract as far as I know. 

As far as the inspection goes, if I was going to inspect anything, he 
knew how to get out there, and it is rough now to get out there. Well, 
he could have overlooked it then, because presumably they were going 
to finish building it out. 

Mr. Rays. We need to know one thing. Was it a part of the re- 
quirements of that plan, before those houses were to be approved, 
that he was to build this road ? 
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Mr. Hoarp. Legally I could not make any statement on that, but 
usually, I mean—I looked at the plat from which I bought the 
house—— 

Mr. Gampie. What was your understanding? 

Mr. Hoarp. My understanding was—well, a salesman, I cannot re- 
member his name, and I am sorry for that—showed me the street on 
the plat, even walked out in the field and showed me where it was go- 
ing to be cut. We, as purchasers, have to take somebody’s word. My 
memory is not always the best, but as far as I can remember the road 
was to stand as it was on the plat. 

Mr. Rarns. If you had the road constructed, as you understand it 
was supposed to be, and the correction of this drainage problem, 
would your homes be all right then ? 

Mr. Hoarp. I think that I could frankly say that the construction 
of the houses—I am not an authority on it, but there are a few minor 
complaints 

Mr. Rarys. You will find those in any house, a few minor 
complaints. 

Mr. Hoarp. That is right. Other than those, I have no complaint 
whatsoever. 

Mr. Garrison. Other than the roofs. There are quite a few roofs 
leaking out there. I know I have five leaks in my roof, and so have 
a number of other people there. And Mr. Brownette, you can read 
in there, says he had sublet the contract and it was a fly-by-night out- 
fit, and they have gone out of business, and he would do what he can 
to get the makers of the material to back him up, but other than that 
he cannot do anything for it. 

Mr. Gameie. What kind of a roof have you? 

Mr. Garrison. It is known as a cracked marble roof. 

Mr. Ratrns. A rock effect ? 

Mr. Garrison. A layer of coal tar, a layer of aluminum foil, another 
layer of tar and a layer of cracked marble. 

Mr. Rarns. Gentlemen, we will look into this situation for you and 
see if we can persuade somebody to correct it. 

Mr. Garrison. Thank you, sir. 

Mr. Rats. We will keep in mind what you have had to say, and we 
thank you very much for appearing. 

The next witness is Mr. James H. Kidd, American Title & Insurance 
Co. 

The committee will be in order, please. Mr. James H. Kidd, Ameri- 
can Title & Insurance Co. 


STATEMENT OF JAMES H. KIDD, VICE PRESIDENT, AMERICAN 
TITLE & INSURANCE CO. 





Mr. Kipp. I am vice president of American Title & Insurance Co. 

I would like to preface what I have to say by saying I am a veteran 
of World War II with 32 months of service and that I bought a home 
under the veterans’ program. 

I have a few remarks that I would like to make, Mr. Chairman, for 
the benefit of the committee. 

The inconsistent market for 501 veteran loans has created a number 
of problems. Land development is expensive and must be done in 
advance. Lack of a market, due to unrealistic interest rate, and con- 
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trolled cost, make investment in raw land a very hazardous under- 
taking. 

I present this as a problem that the builder has from an investment 
standpoint. 

FNMA was set up as a secondary GI market, but during the past 2 
years, and at present, it is the primary market. Why! (1) The 
tremendous program of 1950, with FHA’s available at a more desir- 
able interest rate, private investors couldn’t and wouldn’t absorb the 
501 market. 

(2) Now the unrealistic interest rate makes 501’s an unattractive 
investment. 

Mr. Rains. Mr. Kidd, you are hitting at something on which there 
is some difference of opinion on this committee, but when you tell 
me you think we ought to raise the interest rate in the country when 
money is easy as it is now, I think you are going to drive us to direct 
loans from the Government eventually, which would be bad business, 
wouldn't it? 

Mr. Kipp. I would say “Yes,” it would be very bad business. 

Mr. Rats. I think it would. 

Mr. Kipp. But I say this, my remarks are based on this fact : That 
we don’t have a market for 501’s. 

Mr. Ratns. Why don’t we have that market ? 

Mr. Krop’ Because the investors to whom we go for the placement 
of loans simply state that the interest rate is not realistic with current 
market. They say it is not competitive. 

Mr. Ratns. Where can they get more return on their investment ? 

Mr. Kipp. On AAA corporate bonds, on which they get a yield of 
about 3.76, or 3.79, which is a greater yield than on the basis of a 
4-percent mortgage where they pay out half for servicing and a 
quarter of 1 percent for overhead, making the 3.25. I understand 
that is the answer we are getting from the people who have the money. 

Mr. Rartns. You are talking about the big insurance companies? 

Mr. Kipp. The insurance companies and the savings banks who are 
the primary investors in any volume loans. That is the reason for 
my statement. 

Mr. Rarns. You see just last week or week before last in order to 
keep this program moving, the Congress voted $125 million of direct 
loans. 

Mr. Kipp. That is right. 

Mr. Rats. I can say that every member of this committee would 
much rather see that done by private business. 

Mr. Kipp. That is right. 

Mr. Gamerz. That was made available at $25 million per quarter. 

Mr. Rats. That is right. 

Mr. Kipp. I agree with you that it would be better, but there must 
be some basis for these people who hold the purse strings, so to speak, 
to say that these rates are not comparable to rates in other invest- 
ments. 

Mr. Corr. I look at it in this fashion, of course: I buy a pair of 
shoes for $10. 

Mr. Gamsix. Where? 

Mr. Corr. I can buy them here in Jacksonville for $10. I say I can 
buy them. That is the competitive rate, or the competitive price, 
fixed by competition, one shoe store with another. 
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If the Government then sells me shoes for $9, then naturally, I will 
go to the Government and buy the $9 shoe. That doesn’t mean ‘that the 
shoe is not worth $10, if we believe in private enterprise. 

The same thing, in my opinion, is true with respect to money. Money 
isacommodity. You purchase the use of money. You use money and 
purchase it as you purchase a pair of shoes. You purchase it on a 
competitive market, if we have private enterprise. 

If we do not have private enterprise, the Government sells me money 
at a rate less than in the competitive market. As Mr. Rains said, 
there seems to be a little difference of opinion on the committee in that 
respect. 

Mr. Kipp. Well this is an answer that I suggest: Make the 501 and 
FHA loans bear same interest rate, flexible with other investments. 
Give the veteran his insurance through the guaranty. 

Have the nonveteran pay for his insurance through the mortgage 
insurance of one-half of 1 percent. 

Your rate today on conventional mortgages is 5 percent. You are 
getting FHA’s at 414, with a half of 1 percent, which makes 434. A 
VA mortgage at 4 percent. 

I feel that is we 

Mr. Rarns. What you are really saying is put VA mortgage on a 
parity with FHA, is that right? 

Mr. Kipp. I say that, plus the fact to make them reakistic, on the 
basis of other investments of a similar type, giving the veteran his 
insurance, Which the nonveteran pays, that one-half of 1 percent, 
give the veteran his insurance, rather than having him pay for it. 
Because after all, a man pays 484 percent at the present time for an 
FHA loan, actually. 

Establish FNMA as a secondary market, with emphasis on low-cost 
housing, needed for minority groups, and mortgages from outlying 
areas such as Fernandina, Palatka, Daytona, and so forth. This sec- 
ondary market would take care of overflow and small mortgages not 
desirable by institution]! investors. That means a title 1, section 8, 
which is a mortgage of maximum 4,750, and as far as I am concerned 
T have made repeated attempts to do so, but it is impossible to sell 
that kind of a mortgage, even though you give a good house as col- 
lateral, a completed unit, they still say the mortgage is too small. It 
starts in the middle, so to speak, from an investment st: undpoint. 

I feel that there is a need for housing for certain minority groups, 
certain low-income groups, and F NMA could act as a secondar y mar- 
ket for overflow and to take care of those mortgages of that character. 

Mr. Ratns. The simple truth there would “be that if you set up 
FNMA as a secondary market, Fanny May will wind up holding all 
the mortgages, and we might as well make it a straight direct loan. It 
is the same either way, isn’t it? 

Mr. Kipp. I don’t quite think the same; no. 

Mr. Gamete. In fact you will make any kind of loan if you know 
you can sell it to the Government, and Fanny May is going to take it, 
you are not going to be as careful about the loan as if you had to carry 
it yourself. That has been the experience with Fanny May in the 
past. 

Mr. Kipp. Granted that is true. That perhaps would be taking the 
course of least resistance. But I don’t believe that is the attitude of 
the majority of people who are in this business thinking of tomorrow, 
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and the next day and the next day, because there are those of us who 
are in this business, builders and investors, mortgage lenders and 
mortgagees, that are thinking beyond that time, too. 

Granted, that they have been able to dump mortgages into Fanny 
May, that someone else would not buy. 

Mr. Rarns. If you renew Fanny May to the point you are talking 
about, of course, when you sold that mortgage to Fanny May, you 
would get one-half of 1 percent servicing charge on that mortgage. 

Mr. Kipp. That is true. 

Mr. Rains. I think that is just a bonanza for people who want to 
lend money and then put it on the back of the Federal Government. 
Don’t you think so? 

Mr. Kipp. I don’t agree with that, but I can appreciate your saying 
it, because I can see where, as I say, if we use it simply as a dumping 
ground, yes, sir; that is true. 

Mr. Gamete. ‘That is what it has been used for. 

Mr. Kipp. But it is true that, regardless of the fact that we are in 
this to make money, individually—we would be foolish if we said we 
weren’t—we are also in this thing of trying to provide housing, be- 
cause your committee is here, you are interested, as we are. 

Mr. Ratns. That is our job. 

Mr. Kipp. That is the reason I say that if we get into this thing 
and approach it conscientiously, I had something further to say, if 
I may 

Mr. Rarns. Go right ahead. We don’t mean to argue with you. 

Mr. Kipp. I think we should emphasize the difference, within the 
VA, as to a veteran wanting a home, and his ability to own a home, 
his intent on repay, and his ability to repay are separate consider- 
ations. 

I think more emphasis should be given, within the program itself, 
to that effect. 

That is, a man’s intent to repay, 98, or 99 percent of all people are 
basically honest, but they find themselves in a position where they 
are not able to and I feel that more consideration should be given 
to that in VA, regardless of the effort to give the veteran a home. 

The veteran should have some consideration on down payment and 
length of mortgage, due to fact he may have been deprived of oppor- 
tunity to accumulate equity during his tenure in service, however, abil- 
ity to repay should be the determining factor in incurring a debt for 
a home. 

This leads to need for education of the veteran in home ownership. 
I have observed in many cases a failure to recognize responsibility 
as to the financial obligation. 

Going along with what was said by the State officer here, too many 
of the men speak in terms of their payment as rent, not as a repayment 
on a loan but as rent. That is simply because they have not had the 
opportunity to know just exactly the responsibility that comes with 
the signing of a mortgage, that it is the largest indebtedness the major- 
ity will ever incur, and it was incurred in the past, in too many in- 
stances, easier than any other indebtedness they have ever had. 

Unfortunately that was our problem. I think that more education 
as to home ownership, taxes and other costs, as they might arise, should 
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be had. Because it is not always more economical to own a home, as we 
might think. The principal and the interest are only the beginning. 
There are other things as well. 

I fee] that the VA should be careful that a veteran is purchasing a 
home for his use as a home and not to abuse that privilege to go into it 
for an investment program. 

We have found—— 

Mr. Rains. Let me ask you a question there. Maybe I am all mixed 
up on this deal. You are the man lending the money. 

Mr. Kipp. That is right. 

Mr. Rains. You don’t mean to infer that since there is a guaranty 
by the Government that you make these loans with a recklessness you 
wouldn’t use if you were lending your own money, do you? 

Mr. Kipp. Well 

Mr. Corr. The answer is yes obviously. 

Mr. Rarns. I think that is a dangerous attitude. 

Mr. GamBir. The answer should be, “No.” 

Mr. Ratns. The Federal Government agrees to guarantee the pay- 
ment, but I think the duty is on the lending agency, under the law, to 
lend with the same due care, in keeping with that program, as it would 
lend if it were its own money. 

Mr. Kipp. I must agree. | agree with you that that is true. 

Mr. Rats. Thank you, sir. 

Mr. Kipp. And Lam not going to say that we haven’t done that in the 
past. We have done that in the past, because again, we were caught in a 
program—and I am not using that as an excuse. I am simply trying 
to say to you things that I think we might do, as a group, as a legisla- 
tive group and as a lending agency, as a builder and what-not. 

I think that there should be more literature available and more coun- 
seling before a person is approved for an application for a home. 

Mr. Rains. I agree with that. 

Mr. Gams e. I do, too. 

Mr. Kipp. I brought some literature here that I think is good, and 
there is much literature available to the veterans. 

In the past, in this big splurge we had in building homes, we didn’t 
have much opportunity to counsel with them, because they took the 
house and they wanted a house, period. 

Mr. Ratns. That is all true, Mr. Kidd, and the Congress assumes 
its responsobility along that line. 

Mr. Gamepve. “Get houses.” That was the motto. 

Mr. Kipp. I feel we should be careful that no legislation places a 
veteran in a separate status in civilian life. 

Mr. Corr. What is that? 

Mr. Kipp. I feel that no legislation should be enacted that places 
the veteran in a separate status in civilian life. 

Mr. Core. You disagree with Congress on that. 

Mr. Kipp. Well that is my right, isn’t it ? 

Mr. Rarns. That is right, you have that right. 

Mr. Kipp. I think that he must be given the opportunity to stand 
on his own two feet without being able to always run to somebody 
else for protection. Boys become men over night, as you well know, 
and are doing that today. But there is a time that comes when we 
have to take our place again, and we can’t continue to run to somebody 
for protection. 
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Mr. Rarns. Well since the Revolutionary War it has been the feel- 
ing and policy of this Nation of ours that veterans were entitled to 
special privilege for service to their country, and we have to recognize 
that. 

Mr. Kipp. I feel that for every control or security that we have, that 
we give up a certain amount of freedom. 

Mr. Rarns. That is true. 

Mr. Kip. Special legislation for a special group often turns liberty 
into license. I mean that is my personal conviction and I pass it on 
to you as part of something that is happening or could happen in the 
legislation for housing. 

‘Complaints ¢ We have had a number. Many of them justified, 
and just as many of them unjustified. Our greatest. problem here 
has been sewage. This is a State-wide problem i in Florida, and efforts 
are being made to correct it. 

The local agencies and the State legislature passed certain legis- 
lation which has permitted the establishment of sew age districts. 

Mr. Rarns. At the last session? 

Mr. Kipp. At the last session. And the first local group has gotten 
together here and under that act they have begun to correct the 
problem. 

Mr. Rains. Is that envisioned on a county-wide basis, the sewage 
district ¢ 

Mr. Kipp. That is in a local subdivision. 

Now I feel a bond or warranty on each house is not the answer. I 
think it would open the door for eternal wrangling with no end to it. 
I feel that the local builders are established businessmen and recognize 
the necessity to remedy any justifiable complaint. 

Your VA loan officer here is a conscientious person who is con- 
stantly pushing and working for the perfect answer. He has sufficient 
power if backed up to make the VA program work. The local and 
State health agencies working with the city and county officials are 
striving to remedy prevailing situations and prevent any further one, 
and I feel that we should keep it on a local level. That we, the local 
people, should be the ones to work out our problems. 

Of course, I must say this: I think that the visit of this committee 
here will have tremendous effect in helping us, making us aware, 
even more so, of the problem than we may already have been. 

Mr. Rats. It has been helpful to us. 

Mr. Kipp. I appreciate the opportunity. 

Mr. Rains. There is one thing I want to say just one word about. 
Of course I don’t know that we have the answers. I hope we can find 
some of them by talking to men like you and to others throughout the 
Nation. 

For instance, in the State of Alabama, if I build a house and I am 
not a veteran, and that house does not measure up to the specifications 
which I had for that house, I can sue that builder. 

Mr. Kipp. That is true. 

Mr. Rains. I am not talking about a performance bond such as you 
would have for building a post office. I know that can’t be done for 
everyone. But there ought to be some kind of responsibility, so that 
the veteran will be protected. If he buys an automobile, he has a 
warranty, whether written or not, and if it doesn’t live up to it he 

can sue that company for it. Something ought to be done, don’t you 
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think, that would give him the right to see that it measures up to 
specifications and that he might have recourse? 

Mr. Kipp. I feel that the veterans’ loan guaranty, officer should have 
the right, in the event a builder does not remedy a justifiable com- 
plaint, to put that builder on a list—I mean refuse to participate in 
Government guaranties any further with that builder. 

I feel that the local Home Builders Association, which is a national 
organization, has from time to time given considerable help in pro- 
curing legislation. As an agency, they can help. I feel that a man 
should at all times have legal recourse in any contract, but I still feel 
that, in the first place, the expensive thing of putting out money is 
almost out of the question, and secondly, once it is done, it would 
create, if a man knows there is a hundred dollars up there with him, 
until such time—I don’t know at what termination point—it could 
create internal wrangling. 

I feel that the reputation of the builder locally is the thing on which 
the purchaser should be able to rely. I feel that he should first get 
his counseling, before he buys a home, and before he goes jnto that 
thing, in order to know what his rights are. 

But I agree with you, I feel that in every instance, if a man has 
received anything less than the contract calls for, I feel that he is 
justified in taking whatever measures he may in order to remedy the 
situation. 

Mr. Gamete. If a builder is going to build a subdivision of 50 
homes, does he make a contract with you to finance all 50 of those 
homes, or do you take them one at a time, sir? Or is it done both 
ways! 

Mr. Kipp. Before he would begin to get into a subdivision of that 
kind, it would be necessary for me in some way to find a method of 
financing those homes. 

Mr. Gambier. Yes. 

Mr. Kipp. Before he can get into it, because of the outlay of money 
he would have to make before. 

Mr. Gamer. In other words, he knows that he can rely on you 
for financing of 50 homes. Is that done by contract ? 

Mr. Kipp. No, not as a rule. 

Mr. Gampie. What I am getting at is this: What would be your 
situation if you agree to go along on the 50, and then he builds 25, 
and 5 of them are lemons? Can you stop right there and say, “No 
more money for the next 25?” 

Mr. Kipp. Yes, sir; we could do that. 

Mr. Gampter. Is that done to any extent or do these things not turn 
up until after the development is pretty much concluded ? 

Mr. Kipp. No, because as you see here from the evidence produced, 
the sewage or septic tank has been the thing, and that comes up after 
a rain. 

We may have quite a spell before the rains here, in spite of the fact 
that it rained this morning. It is one of the things that usually does 
not occur until a later date, because as already has been stated here, 
the man was already satisfied with the house, with the exception of 
a few minor details. 

But if we found that we were having a number of houses badly 
constructed, we would immediately discontinue any financing. 

Mr. Gamete. That is what I thought. 
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Mr. Wipnatn. Are most of your lending institutions receiving a 
premium now for making these VA loans? Are they getting a 1- or 
2-percent premium ? 

Mr. Kipp. No. 

Mr. Wipnau. It is happening in some other States. 

Mr. Kipp. Well they are just not making them here, period. Fanny 
May has been and is the pepery market, period, 

Mr. Rats. Thank you, Mr. Kidd, for your statement. 

Ladies and gentlemen, we will now recess for lunch. I realize we 
have more people here who want to testify than we are possibly go- 
ing to be able to hear. Iam going to try to hear you all. I don’t know 
that we can. But any of you who have a written statement, who are 
not on this list, explaining ‘or advocating your viewpoint in any way 
with reference to this problem, or who would like to send one in later, 
may send it to the subcommittee on Housing of the Committee on 
Banking and Currency, House of Representatives, Washington, D. C., 
and it will be incorporated in and made part of the record. 

The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 12:30 p. m., a recess was taken to reconvene at 2 
p.m. the same day.) 


AFTERNOON SESSION 


Mr. Rains. The committee will please be in order. 

I want to request that everybody make their testimony as brief as 
possible, because we have more witnesses than we are going to be able 
to hear. 

I also want to repeat my statement that if you have, or wish to file 
a written statement with us, feel free to do so. 

The next witness is from the South Side Estates, Mr. M. C. Ham- 
mett, 9215 South Side Boulevard, and Dr. Isee Connell, 9716 North 
Nimitz Court, South Side Estates. Proceed, Dr. Connell. 


STATEMENTS OF M. C. HAMMETT AND DR. ISEE CONNELL, 
REPRESENTING SOUTH SIDE ESTATES 


Dr. Connetu. First, we have an FHA-approved lot. In order to 
get an FHA approval, this land had to have a survey, plotting, and 
supposedly clearing, street and water. 

The land originally cost, as I have understood, $30 to $40 an acre. 
Makes three lots per acre. 

Now then, the surveying, plotting, and clearing, would not cost more 
than $35 a lot. 

To install the street, a machine came along and plowed up the 
dirt—— 

Mr. Cote. When was this? 

Dr. Connetn. That was in 1946 and 1947, and the first of 1948— 
and stirred it up into a hopper and asphalt added to it, then it poured 
it down behind and it was rolled. 

Mr. Rains. What are you telling us about now? I don’t get the 
connection, Have you got some defective housing out there your- 
self ¢ 

Dr. Connett. Yes, sir. 

Mr. Rats. Let’s get down to that. Not all this preliminary. 
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Dr. Conneti. The foundation was supposed to be cleared out, and 
poured then to the foundation. 

In digging up the roots and stumps around there, I found a root 
going through my foundation that was approximately the size of 
my forearm, and only last week, I started to dig up and to make a 
flower bed next to the house, and I found a stump, an oak stump, that 
is embodied in the foundation. 

lam going to make a photograph of that. 

Mr. Rains. These are located South Side Estates? 

Dr. Connetn. Yes, sir. 

Mr. Rains. How many homes out there ? 

Dr. Conneti. Approximately 1,500. 

Mr. Rains. Fifteen hundred homes? 

Dr. Conneti. Approximately. 

Mr. Rays. Who built them ? 

Dr. Conneti. Ernest E. Anders. 

Mr. Rains. Is it located inside the city limits? 

Dr. ConneELL. Outside, about 414 to 5 miles outside the city limits. 

Mr. Rains. Is it FHA or VA guaranteed ? 

Dr. Connett. Both. 

Mr. Ratns. Which do you have? 

Dr. Connetn. Ihave FHA. I was eligible for both, but they told 
me that it would take about 3 months after I had waited from the 
8th of October until the 4th of March to get in. 

Mr. Ratns. What kind of inspection did you get on it from the 
FHA? Did you see the inspectors there ? 

Dr. Connex. I did not see the inspection and I have not seen any 
specifications. None of those have been furnished me. 

Mr. Ratns. What price house did you buy ? 

Dr. ConnetL. Approximately $10,000. 

Mr. Rarns. Is that a 3-bedroom ? 

Dr. ConneLL. Yes, sir. 

Mr. Rarns. What is the construction ? 

Dr. Connetu. Brick veneer. 

Mr. Rains. What, other than the foundation, which you testified 
about, what effect is the faulty foundation having on the house? Is it 
settling, breaking or what? 

Dr. Connett. I have a number of cracks through the ceiling and 
the walls. 

Mr. Ratns. Have you complained to your builder and also to the 
FHA about the condition? 

Dr. Conneti. Repeatedly. But they pretended to fix it, but it 
wasn’t fixed. It is still there. 

Mr. Rats. How long have you been in, since 1946 ? 

Dr. Conneti. I bought on the 8th day of October of 1947, was 
supposed to be in within 60 days, and I got in the 4th day of March 
of 1948. 

Mr. Rarns. How long after you got in—you mean 2 years later? 

Dr. Conneti. No; the next year. 

Mr. Rarns. I see. When did these defects show up? How long 
had you been in the house? 

Dr. Conneti. Within a year. How long, I don’t know. I am re- 
tired and so I don’t stay here during the summer. I haven’t so far, 
and when I got back I found it with the cracks, and I reported it, re- 
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peatedly. Finally they came in and pretended to fix it, but they made 
a mess out of it, and the cracks are wide open right now. 

Mr. Rarns. You mean the builder came in ? 

Dr. ConneLL. Yes, sir. 

Mr. Rains. What is the condition of the other homes in that de- 
velopment ? 

Dr. Connecti. Many of them on the same order. 

Mr. Rarns. Are you from that same development, Mr. Hammett ? 

Mr. Ham™err. Yes, sir. 

Mr. Rarns. What. is your situation ? 

Mr. Hamnerr. Well, sir, 1 bought my house from Mr. Ernest An- 
ders some 4 years ago and the price of the home was $9,800; $8,000 
FHA mortgage and GI, $1,800. 

I moved in my home on March 15, 1948. I complained to Mr. 
Anders about these deficiencies, and I sat down and wrote a letter, and 
these deficiencies were signed by Mr. Anders. Shall I read them 
to you? 

Mr. Ratns. We would like to hear them. 

Mr. Hamnetr (reading) : 

The following is a list of discrepancies in construction and hardware of brick 
house located at 2915—— 

Mr. Rarns. Is it an FHA house? 

Mr. Ham™err. FHA and GI, sir. 

Mr. Rarns. All right. 

Mr. Hammerr (reading) : 
at 2915 South Side Boulevard, South Side Estates, Jacksonville, Fla., as of 
May 14, 1948. 

Now, I moved in on the 15th of March. That is 2 months, sir. 
[Continues reading: } 

Jast bedroom: Crack in wall under south window; cracks in floors and floors 
sinking from baseboard ; closet door will not work or lock. 

West bedroom: Crack in wall under window, next to plug; hole in wall above 
baseboard next to closet; floors cracking and sinking from baseboard; hole in 
wall above baseboard next to door entrance. 

West bedroom: Floors sinking from baseboard and cracking. 

Hallway: Floors cracking and sinking from baseboard; locks to closet will 
not work. Plastering cracking above stove and will fall at any time. 

Mr. Rains. Who made that? 

Mr. Hamnerr. I did, sir. 

Mr. Rains. You did, and you submitted it to him? 

Mr. Hammerr. To Mr. Anders to sign, and he signed it. 

Mr. Gamsue. He signed it. 

Mr. Hammerr. He signed it, and the copy of the letter is with 
Mr. George Smathers in Washington right now. 

Mr. GambBie. Does that say he will fix it, what he signed ¢ 

Mr. HammMerr. Just a second, sir. [Continues reading :] 

The boundaries of land are not known, and request definite marking. If 
necessary, it is requested that land be surveyed. 


Mr. Anders signed the statement. 

Mr. Rains. I don’t understand what you mean. Did he sign it 
and agree to fix it / 

Mr. Hamnerr. Yes, sir. 

Mr. Ratns. Did he fix it? 

Mr. Hammerr. He sent a man around there to do a little painting. 
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He painted a couple of rooms. He run over it with a brush a couple 
of times. 

Mr. Corr. Do you know what caused the cracking of the wall? 

Mr. Hammett. Yes, sir; settling of the house. In other words, I 
know you are going to have some discrepancies, sir. 

Mr. Coie. I was getting at this: What caused the settling of the 
house ? 

Mr. Hamnerr. No, sir; I don’t know. Just getting back to that, 
sir, I want to tell you something. I bought this house before it was 
completed, and I asked Mr. Anders for the plans and specifications. 
Mr. Anders said, “I will give them to you later.” 

I went back to Mr. Anders again, and he said, “Well, I will give 
them to you later on.” 

Mr. Corr. Well, is this on filled ground ? 

Mr. Hammerr. No, sir. 

Mr. Corr. No basement, I assume. 

Mr. Hamnerr. No, sir. So I took these discrepancies, and I went 
to the VA, and I couldn't get anything—by the way, the house is 
furnished with a heating system. In the first place, they put in a 
second-hand stove; it is on the papers at $105. He took that out. By 
the way, the stove was in Dr. Connell’s house to start off with, and 
then he gave it to me, and it wouldn’t work, and it was a year before 
I could get any heating, so finally I got a second-hand stove which 
Iam paying for now. I never did get new equipment. 

I asked Mr. Anders for plans and specifications. I don’t know 
what I have got out there other than what I can see. 

He put me off. I went to VA. They said they couldn’t do any 
good. Then I want to FHA. 

And before the year was up they said, “Well, we have destroyed the 
plans and specifications.” 

Mr. Apponiz1o. The FHA told you that? 

Mr. Hammett. Yes, sir. 

Mr. Rarns. Do you know the man’s name? 

Mr. Hamnerr. No, sir: I do not. I lost 2 days of work trying to 
run it down. And I don’t know why I haven't got the plans and 
specifications. 

Mr. Rains. Of course we don’t know, and therefore we have to ask 
these questions. I assume Mr. Anders is a reputable builder, here, 
is he? 

Mr. Hamm™err. I don’t know about that, sir. I couldn’t vouch for 
that, sir. 

Mr. Rarns. I want to get down to this point with you: What do 
vou think they make courthouses for except to sue people who don’t 
build ‘what you pay for? 

Mr. Hawerr. I will tell you straight. Tama poor man, and the 
rest of the people that are buying these homes haven't got the money 
to go into court and fight it. You have got to have ‘three or four 
hundred dollars to get a lawyer to go in it, and then you might lose. 
We veterans, sir, we don’t expect something for nothing. 

Mr. Rarns. You don’t have to tell me all that. I understand that 
you don't. 

Mr, Hamnerr. We are just asking you to try to protect us. 

Mr. Rats. We want to do that, but there is no way in the world 
sometimes to get your just rights except to go into court. 
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Mr. Hammett. I know, sir, but this is Government money, sir. 

Mr. Rains. No; you are mistaken. 

Mr. Hammerr. No; it is not Government money, but it is backed 
by the Government. If it hadn’t been for these 

“Mr. Rains. No; the building is not backed by the Government. 

Mr. Hamnert. It is guaranteed. 

Mr. Rains. Not by the Government. 

Mr. Hammerr. The money. 

Mr. Rains. The payments are guaranteed. 

Mr. Hawmerr. Yes, sir. 

Mr. Rains. That is where we get into a mistaken idea. ‘The Gov- 
ernment’s responsibility is only one thing, to see that you get the 
proper appraisal and the proper inspection. That is the Govern- 
ment’s responsibility. 

But the other responsibilities are of the lender and the builder. 

Mr. Hammerr. Well, the appraiser came into the house and said, 
“Mr. Hammett, you have got a nice-looking home.” He went out 
and took a picture of the front, and it was appraised for $9,800. 

Mr. Rarns. I don’t know if he appraised it properly or not. That 
is what we are to ascertain. But I want to get you straight on who 
guarantees it. No home is guaranteed by VA. 

Mr. Hamnerr. Well, sir—— 

Mr. Cote. Let me say one thing more. To clarify that again, Con- 
gress has the responsibility of writing a proper law. 

Mr. Hamnert. Yes, sir. 

Mr. Corr. The agencies have the responsibility of carrving those 
laws out. The purpose of this hearing is to determine first whether 
the Congress has written proper laws, and if not, to amend them. 

Secondly, to determine whether or not the agencies have admin- 
istered them properly. 

In administering this particular law, the agency has the responsi- 
bility and duty of seeing that these homes are properly appraised and 
inspected. 

If they are properly appraised and inspected, then the purchaser 
will in all good time secure a good home. Now, get the distinction, 
that there is no guaranty on the part of Congress or the Government 
or the agency that you do get a good home. There is no guaranty. 
The responsibility or duty, if anything, is that the inspection and ap- 
praisal shall be properly carried out. If that is done, you should 
geta good home. Do you see what we are driving at ? 

Mr. Hamoert. Yes. sir. 

Mr. Rarns. Has he made any effort to correct these deficiencies ? 

Mr. Hammett. Just what I said. He came one time and sent a 
painter around. There was one deficiency on the garage door that 
needed a new lock, and he put a new lock on. But my garage door is 
almost falling off right now. 

Mr. Rars. If you will file with the committee a list of these defi- 
ciencies, it will help us to arrive at some conclusion. Do you have a 
copy of them there? 

Mr. Hammett. Yes, sir. But it is not signed by Mr. Anders. The 
original copy is in Washington. 

Mr. Rartns. That is all right. All we want is a list of your deficien- 
cies. Will you leave that with the committee ? 
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Mr. Hammetr. What I would like to understand is, Why was I 
refused the plans and specifications for something that I was buying? 

Mr. Rarns. Well, that is a long detail. In the first place, “these 
plans and specifications are not the plans and specifications of the man 
who buys. They are not his. But I do think that, in the interest of 
good sound administration,.if the FHA and the VA would show to 
any man who wants to see them those plans and specifications, that 
would be helpful. Those plans and specifications are the builder's 
plans and specifications. It is not like going out and hiring an archi- 
tect and buying your own plans and spe cifications. 

Mr. Hamoerr. But that is included in the cost of the house. 

Mr. Rains. Not plans and specifications for each individual. 

Mr. Hammerr. I paid for everything that they wanted. 

Mr. Rarns. I am trying to get you straight on that. You don’t 
buy plans and specific ations when you get this kind of a loan, because 
they are not provided for. The builder buys the plans and specifica- 
tions. He may charge it to you: sure. I don’t say he doesn’t. But I 
am just telling you that no one gets the plans and specifications in these 
projects, of their own. They belong to the builder. 

sut I do say that I think it would save a lot of trouble if they would 
take the trouble to show you the plans and specifications before you 
buy. Then you would know what you were getting. I think that 
would be a lot better. 

Dr. ConneLtL. As a health officer, I have supervised the installation 
of septic tanks in the field. If someone in the county in which I was 
health officer put in a septic tank as they put in mine, it would have 
been turned down. 

Mr. Ratns. Now you are talking about something that is out of our 
jurisdiction. We can’t control the county health officers nor the State 
health officers. That is the State of Florida. 

Dr. ConnELL. But it had to be inspected by the FHA and approved 
by them. 

Mr. Ratns. Not after you had turned it down, I assume they 
wouldn’t. Perhaps it met the specifications. 

Mr. Core. Is it your point that the specifications approved by FHA 
and VA are such that would not meet the qualifications or approval of 
health authorities ? 

Dr. Connet. I don’t believe that they were met. 

Mr. Coir. Sir? 

Dr. Connetu. I don’t believe that the specifications were met. 

Mr. Core. Your point then is that there was a breaking down of 
the inspection ¢ 

Dr. Connett. That is right. 

Mr. Corr. Rather than of the specifications themselves. 

Dr. Conneti. That is right. 

Mr. Wipnatu. Do you have trouble with your own septic tank ? 

Dr. Connext. It is fortunately on a hill and in sand, and I stay 
here only half the time, and I have a small family, and we do not run 
wash water into it. Consequently, it drains out. But, instead of 
being the proper field and fall in it, they run out a Y, and it winds 
around between the trees, without any rhyme or reason to it. 

Mr. Rains. Let me say this: I don’t understand why builders haven’t 
come to realize that septic tanks never were meant to be used in crowded 
places. That is a rural disposal system. 
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Dr. Connetu. That is right. 

Mr. Rats. And, when you put a septic tank on every 60-foot lot, it 
just won’t work. 

Dr. Connetu. These are 100-foot lots. 

Mr. Rarns. Well, it just won’t work. Gentlemen, thank you for 
coming. Weare going to have tomovealong. The next witness from 
the Rodney subdivision, T. R. Inman. 


STATEMENTS OF T. R. INMAN AND W. R. GABLE 


Mr. Rains. Who is the gentleman with you? 

Mr. Inman. Mr. Gable, one of my neighbors. 

Mr. Rarns. Give your name. 

Mr. Gasie. W. R. Gable, 3337 Rodney Lane. 

Mr. Rarns. If I could ask you a few questions, I believe we could 
move along more quickly. How many homes in this subdivision ? 

Mr. Inman. Rodney unit I, 50 homes. 

Mr. Rarns. Are they all FHA or part FHA and part VA? 

Mr. Inman. They are all straight VA or combination FHA-VA. 

Mr. Rarns. When did the families move into them ? 

Mr. Inman. Most of the families moved in between August of 1950 
and January of 1951. 

Mr. Rains. What price were the homes? 


Mr. Inman. From $7,900 to $9,600. 

Mr. Rarns. What is the construction ? 

Mr. Inman. All concrete block. 

Mr. Rains. Who was the builder? 

Mr. Inman. By the Superior Construction Co., Mr. Vaughn Decle. 
Mr. Rains. Is that a Jacksonville builder ¢ 

Mr. Inman. Yes, sir. 


Mr. Rains. What is the complaint as to these homes? 

Mr. Inman. The homes are very shoddily built. There is no drain- 
age out there; the homes don’t meet the specifications; the materials 
are very inferior 

Mr. Rains. When you say materials are inferior, explain to us what 
you mean by that. 

Mr. Inman. The paint that was used in the homes doesn’t meet the 
specifications in some instances. The bathrooms and kitchens are sup- 
posed to be waterproof enamel, and originally there was a very poor 
grade used, if it is waterproof enamel. Some men who are painters 
have looked at it and have said it is not. It is just flat wall paint. 
But some of that was corrected. He did come back and repaint the 
ones that kicked up enough fuss about it. 

Mr. Rains. What about the septic tanks? 

Mr. Inman. We have a central sewage-disposal unit located about 
a half mile away and there is no trouble with the sewage. 

Mr. Rains. What about the streets? 

Mr. Inman. The streets are paved streets. But we don’t have any 
drainage. I just came from my home during the recess, and two- 
thirds of my lot is covered with water right at this time, from the 
rain last night. 

Mr. Rains. Is there not any drainage of the surface water provided 
for anywhere in the project? 
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Mr. Inman. No, sir. At the far end of the block, there is a circle, 
a big circle. Sixteen houses are built inside the circle and the others 
are built around two sides of it. At the lower end of that circle, 
there is one storm drain. For the whole area, in that circle, there is no 
arrangement made for drainage at all, and Mr. Willingham inspected 
the place at one time, Mr. Willingham of VA and he told me that my 
lot needed at least 7 inches of fill graded down from the back to the 
street so that it would drain properly. 

Mr. Rarns. Is that new ground? Is it filled-in ground, or not? 

Mr. Inman. I am not familiar with the territory out there before 
they started the development, but some other people who are friends 
of mine saitl that at one time it was a marsh out there, and that it 
has been filled and that it has only been filled within the last 5 years 
before the building started. 

Mr. Rains. The biggest complaint you have then is drainage; isn’t 
that right. 


Mr. Inman. No, sir. 
Mr. Rarys. What is the worst complaint ? 
Mr. Inman. Well, I have a list of the complaints. 


Mr. Ratns. If you will file that with the committee we would rather 
have that listed. Is it structural complaints that you have there, in- 
volving the house itself? 

Mr. Inman. Yes, sir; all of these are structural complaints. 

Mr. Coz. Are you talking about your house alone ? 

Mr. Inman. I am speaking as a whole. This list covers just my 
house. 

Mr. Corr. You are speaking, though, as a whole? 

Mr. Inman. Yes, sir. 

Mr. Coir. Typical complaints about the houses in the area ¢ 

Mr. Inman. Yes, sir. 

Mr. Ratns. What effort has been made to get them corrected? 
Anything? 

Mr. Inman. We started out by going to Mr, Willingham at VA, and 
I believe Mr. Willingham made a sincere effort to help us, he and 
Mr. Hays up there, but it seems that they had their hands tied by some 
others up there who weren’t so cooperative. 

Mr. Rains. Of course the actual correcting would have to be done 
by the builder. 

“Mr. Inman. That is true. We approached him. At first he would 
promise to come around and do these things. Then he flatly refused. 
Then, after we went to the Veterans’ Administration, he did start 
doing the minor things. 

Mr. Ratns. How long ago was that? 

Mr. Inman. Well, that started as soon as I moved in, January 8, 
1951. I pointed out that the final inspection was made the day after 
I moved in; the inspector just walked in and looked around and asked 
me if I found anything wrong with it, and I pointed out some things 
that I had already discovered wrong with it, and Mr. Decle’s foreman, 
Mr. Anderson, was with him, and he made a list of those things that 
were wrong then, that I had already discovered, and said they would 
be taken care of, and the inspector made the statement that he was 
sure they would be taken care of, and with that the two of them left, 
and that was all we heard of it for quite a while. 

Mr. Rats. Is that same company building houses now ? 
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Mr. Inman. Yes, sir. As I understand it, that Rodney subdivision 
includes three or four units, and I think they are still working on the 
second, 

: Mr. Cour. What is your situation, about the same, Mr. Gable? — 

Mr. Gane. Pretty much the same. My main trouble is in trying 
to have my porch screened. I was sold a screened porch, and in April 
of last year we sent a petition to the VA, with copies to Washington, 
and had a reinspection, and at that time they found some discrepancies 
in the plans and specifications, and the question of screened porches, 
which everyone out there assumed they were getting, was taken up 
and it was sent back to the appraisers for decision. ; 

Mr. Corr. How did you assume you were getting screened porches? 

Mr. Gastr. When we were buying the houses, we were shown the 
model homes, and we were told by the salesman that we were to have 
screened porches. 

Mr. Rains. Did the model home have a screened porch? 

Mr. Gasue. Yes, sir; it did. And the blueprints which we found 
filed with the VA later had screened porches on the elevation, but it 
was lined out. 

Mr. Ratys. Did you get a screened porch ¢ 

Mr. Gasir. No, sir. So that was sent back to the appraisers, and 
some time after that the porches on the houses that were built by 
another contractor in the subdivision were screened, but none in our 
section ever were. 

Later I went down to the office and taTked to Mr. Hays about it, and 
he told me that his understanding was that every porch out there was 
to be screened. 

Mr. Rarns. But it hadn't been done? 

Mr. Gapie. It hadn’t been done. So he told me to see Mr. 
Willingham. 

Mr. Willingham told me that he didn’t have the information on 
that inspection, that Mr. Brown had it and Mr. Brown was out of 
town so I couldn’t see him. 

But I did write, again, about a week later, and got a copy of a letter 
that was sent to Mr. Decle ordering him to screen the porch. This 
was last year. 

Mr. Rarns. It hasn’t been screened yet ? 

Mr. Gasur. No, sir. 

Mr. Rarns. And he is still building other houses? 

Mr. Gastr. Yes, sir. I got a copy of that letter telling him to 
screen the porch, and with a note on the bottom for me to notify the 
office in 10 days if it had been started. 

I waited about 2 weeks and nobody came around so I wrote them 
another letter, saying that there hadn’t been anything done, and 
I didn’t hear from them again, so I wrote another letter, and some- 
time after I wrote that one I got an answer from Mr. Willingham 
saying that Mr, Decle had come down to the office, they had gone over 
the original plans again, and discovered that the specifications didn’t 
call for it, even though the appraiser decided that, in the original 
appraisal, they were given credit for the screened porch. 

Mr. Ratns. The thing that impresses me is that if they sold it to 
you from a model house, and that salesman told you the house you got 
was going to look like that, that you should have had a screened porch, 
and that is the way it ought to look. 
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Mr. Gasie. That is what I felt. 

Mr. Rains. If you will leave that with the committee we will look 
into it. 

Mr. InMaN. We would rather prepare a written statement and mail 
itto you. We have some other information we would like to bring be- 
fore the committee’s attention. 

Mr. Rains. We will be glad to have it. 

Mr. Inman. If agreeable with you we would much rather do it that 
way. 

Mr. Rains. Very well. Mail it to the Subcommittee on Housing, 
House Banking and Currency Committee, House of Representatives, 
Thank you very much, gentlemen. 

The next witness is from the Brevard County Air Force Base ter- 
ritory, V. L. Blacks. 

What particular phase of the problem do you want to discuss, Mr. 
Blacks? Construction or what? 


STATEMENT OF V. L. BLACKS 


Mr. Buiacks. No, sir; my position here is strictly by coincidence. 

I came up to the Veterans’ Administration this morning to see about 
getting a loan on GI housing in the Brevard area, as we have been 
given—I speak for a number of people who are veterans the same as 
myself—we have been given the run-around down there on the vaguest 
and most implausable excuses that anyone could ever invent about 
getting GI loans or VA loans in that area. 

Mr. Rains. Where is Brevard County? 

Mr. Bracks. It is located between the town of Titusville, to the 
north, and south of the town of Melbourne on the south. It is the 
longest county on the east coast of Florida. That is the Patrick 
Air Force Base area. 

Mr. Ratns. Around Cocoa? 

Mr. Buacks. Yes, sir, it is between Cocoa and Melbourne. 

Mr. Wipnatt. Critical defense area / 

Mr. Buiacks. Yes, sir; it was declared so along about last November. 

Mr. Ratns. I wondered when we were going to hear about that. 
I read it in the paper this morning. 

Mr. Buacks. They have it every day in the paper that houses are 
being sold with 10 percent down payment in that area. If so I would 
have had a half dozen of them by now if I could have gotten them 
because there are none available at that price, believe me. 

Mr. Rarns. What is the price? 

Mr. Buacks. The price ranges from $7,000 to $13,000 with a mini- 
mum down payment on a $7,000 house, which I am trying to buy at the 
present time, of $3,000. That includes no furniture whatsoever, and 
carport, that keeps the dew off the top of your car alone. 

Mr. Rarns. Well, let’s see. Who has constructed these homes? Is 
a private builder ? 

Mr. Buacks. They are private homes. They are also project homes 
in the area. The one I am speaking of specifically, that I wanted to 
get for myself, is a private constructed home, although there are a 
number of houses constructed in the area by this builder. I do not 
know his exact name. 
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Mr. Rarns. You can’t get a VA loan on that 

Mr. Buacks. No, sir; not at all, and I went to them the other day 
and told them I could not raise $3,000, nor can I afford to pay $155 
a month rent for an unfurnished house. 

Mr. Rains. What effort is being made by any of the financing insti- 
tutions there to finance veterans who are working there and need them 4 
Any at all? 

Mr. Buacxs. A banker told me not over a week ago. He said, “If 
I could get 8 percent on my mortgages I would get 8 percent. If 
anyone thinks I am crazy enough to lend money at 414 percent when 
I can get 6 percent, just let them continue to think so because they are 
not going to get it.” 

Those are his exact words. 

Mr. Coxe. How large is the community ? 

Mr. Buacks. The town of Melbourne itself is, under ordinary con- 
ditions, and the town of Cocoa, under ordinary conditions, would be 
approximately 4,500 persons. 

Mr. Cote. Of course the banking institutions in that size town 
couldn’t handle any such projects and loans. They might make one 
loan to one individual but that is about all. 

Mr. Buacks. Quite correct. We understand. 

Mr. Coir. The money will have to come from larger lending in- 
stitutions. 

Mr. Buacks. That is right. 

Mr. Core. Your problem is that no one within this given area 

Mr. Buacks. No, sir, no one; and I have put approximately five or 
six thousand miles on my car in the past 5 or 6 months trying to find 
an agency which will, and outside agencies are well informed on the 
fact that they can get 5 or 6 percent on their money in that area 

Now the same agencies, I know, are lending in ‘other counties at 
434 percent. But they know that in Brevard County they can gouge 
and they are doing it. 

Mr. Core. You are talking about private lending agencies? 

Mr. Buacks. Yes, sir. 

Mr. Ratns. Let me make this suggestion to you. As I recall it— 
and it is cases like this that makes it necessary for us to have these 
hearings—the Congress a month ago passed a bill providing for $125 
million of direct loans, from the Government, to veterans in those 
areas where private financing is not available. 

Mr. Buacks. Yes; I realize that. 

Mr. Rarns. If what you say is true, and I am sure it is, I don’t see 
why the VA in the State of Florida couldn’t make some provision to 
see if they couldn’t get some direct loan money for the people down 
there. 

Mr. Buacks. I would like to bring this out. My brother-in-law 
who lives in Stuart, Fla., which is a considerably smaller town, and 
in Palm City, Fla., a cousin of mine, 2 weeks ago received their money 
as a direct loan from the VA, one $6,500 on a $6,500 house, and the 
other $6,800 on a $7,500 house. 

Now, why the discrimination there? 

Mr. Ratns. Well, have you applied for it and been turned down? 

Mr. Bracks. The VA? 

Mr. Rarns. Yes. 
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Mr. Buacks. I have been told, as dozens of others have in the area, 
that there is no point in applying, that they are issuing no GI loans, 
or VA loans in that area 

Mr. Ratns. Why? What reason is given ? 

Mr. Buacks. They say there is no city sewage in the city of Eau 
Gallie. They s pe the city of Eau Gallie water system is not adequate. 

Mr. Rats. I can-see why they get a little leary about making loans 
in these places, when you hear these complaints about sewage. 

Mr. Buacks. That is right. They don’t seem to have any compunc- 
tion at lending at 6 percent. 

Mr. Rats. By they, you mean whom ? 

Mr. Bracks. The finance houses. 

Mr. Rains. Yes. 

Mr. Bracks. There seems to be no compunction at lending at 6 per- 
cent of 614 percent. 

Mr. Rarns. Of course that isn’t VA. 

Mr. Bracks. I understand that. But what I am getting at is this: 
Tama veteran. I havea family tosupport. I pay taxes to support the 
various institutions and I am not getting a house. 

Mr. Core. Let me throw out another thing to help. There are pro- 
grams whereby the Government will either grant, free, or loan money, 
to these communities, to build their water systems sufficiently and to 
build their sewage systems. I think it would be a very fine task for 
your local community, or service organizations, to get behind a coordi- 
nated plan down there ‘re you ¢ ould tie all these things in together. 

Mr. Bracks. Yes, si 

Mr. Corr. We will ci what we can to help, through your representa- 
tive in Congress to get this thing moving. If that is a critical area, as 
you have described. 

Mr. Buacks. Yes, sir; it is definitely. 

Mr. Cour. That is one which Congress had in mind when it passed 
these laws. We are quite well aware of the fact that many of these 
laws cause a tremendous amount of red tape and delay in securing the 
final benefits. We will do what we can to assist you. 

Mr. Buacks. If we could be reasonably assured that we would get 
the housing in the near future I think there would be a pedi deal of 
feeling of security there for the people. And we are faced with this 
situation as of the moment——— 

Mr. Corr. Let me say this: You have a certain responsibility there, 
in your local community, to work cooperatively together to see that 
this is done. Your representative in Congress, your Senator, and this 
committee will be delighted to help in every way. 

Mr. Buacks. I realize that and I thank you for the opportunity to 
testify. IL believe we will get results. 

Mr. Rains. We are going to hear further about the Cocoa situa- 
tion in Miami. 

Mr. Buacks. Iam quite well aware that unless you do hear you don’t 
know how to act and that is the reason I am here. 

Mr. Rains. Thank you very much. The next witness is Mrs. Ed- 
ward Damask, from Lake Shore Terrace. 
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STATEMENT OF MRS. EDWARD DAMASK 


Mrs. Damask. I think you already have a whole file of letters that I 
mailed to the committee. 

Mr. Rats. That is right. 

Mrs. Damask. I mailed one for myself; and copies of letters that I 
had sent and received, all over Jacksonville. 

Mr. Ratns. Has there been any effort made to correct the deficien- 
cies out there at all / 

Mrs. Damask. None, outside of what I stated in those letters. That 
there had been drains run direct from the septic tanks to the street, 
where the sewage drains right in the street, and there is human refuse 
laying in the streets. 

Mr. Rats. That kind of business, somehow or other, must be cor- 
rected, regardless of whose fault, or whose failure. 

Mrs. Damask. Ever since your committee has made their statement 
that they would appear, we have had reporters, county men, well 
even interested city men have been out there taking pictures and every- 
thing else, but of course they will never do anything about it. 

Mr. Rais. Who built this? 

Mrs. Damask. H. S. Bud Brownette. 

Mr. Rains. Mr. Brownette was mentioned this morning. Has he 
not given any consideration to making the necessary corrections / 

Mrs. Damask. He has offered to pump out those septic tanks but 
they are supposed to be sealed, so that you can’t get into them be- 
cause that gas, or I don’t know what you call it, there is a poison gas 
in the darn thing, that if you don’t keep it corked up you can blow 
the place up with it. I have had a case of that myself. I swabbed 
water up from the floors from 4 o’clock in the morning until 11, 3 
months after I moved into the house and the house was brand new 
when I moved in. 

Mr. Rains. When was that? 

Mrs. Damask. I moved in the 13th of December 1950, 

Mr. Rarns. Is this a VA-insured loan ? 

Mrs. Damask. Combination. 

Mr. Ratns. Who did the inspections on it; do you know ? 

Mrs. Damask. Veterans’ Administration had an FHA man come 
out there after IT was moved into the house. I refused to move in be- 
cause of the interior workmanship, the paint in the living room was all 
over the baseboards and everything else and I forced them to straighten 
that out before I would move in. 

But the Veterans’ Administration man had already passed that 
house and had never been in it. He passed it before the stove or re- 
frigerator or any of the fixtures were in—the heater, stove, refrig- 
erator, water heater, before they were installed, it was accepted and 
those at that time were on the mortgage of the house. 

Mr. Ratns. This is outside the city limits? 

Mrs. Damask. It is in Duval County. 

Mr. Wipnaty. What is the exact address ? 

Mrs. Damask. 4739 Beverly Circle, Jacksonville 5. 
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Mr. Rats. We have your file and we intend to look into it for 
you. 

Mrs. Damask. Did you send the man out this morning to see that 
place ? 

Mr. Rains. We haven't been able to get out because we have been 
here holding hearings. I don’t think we need to see it from what 
you tell us. 

Mrs. Damask. The street this morning, when I was talking to you, 
was 30 feet wider than it would have been if you had it a river. 

Mr. Apponizio. At what time were you talking to Congressman 
Rains / 

Mrs. Damask. Two minutes after seven this morning. 

Mr. Ratns. They didn’t believe I went to work that early. 

Mrs. Damask. There is an open ditch, one house to the left of mine, 
that has mosquito larvae, typhoid has been found in it, red worms, 
hook worms and there are right now wag-tails and pollywogs and 
everything else in the thing. That is supposed to be a direct ditch 
to drain to the street. 

Mr. Rats. How many people live out in that subdivision ? 

Mrs. Damask. There are 84 homes in units I and IL. 

Mr. Rartns. What you tell us about your home; is that true of the 
entire locality ¢ 

Mrs. Damask. There are approximately eight or nine homes in 
there that have not had any trouble whatsoever. But they are suffer- 
ing with other people’s sewage running in front of their house. My 
mail box had human refuse in front of it for weeks, and Mr. Brownette 
has built two more units, they are nearly completed, across Caside 
Avenue from us, and he has in the process now, two more units 
going in, and he has a sewage disposal plant built over there. 

Approximately $300 was spent for the septic tank installation, et 
cetera, on the lots and houses that we bought. He claims that he can 
alleviate it with approximately $425 more per house, in our own 
units, one and two, to alleviate this trouble, but the mortgage com- 
pany will not do it because you can’t have two sewages on one 
mortgage. 

Mr. Rarns. Who is your mortgage company. 

Mrs. Damask. The American Title Co. 

Mr. Rains. You have got a good case and we are going to look 
into it. We have your file. I don’t know what we can do, but we 
are going to do something. We want to find out why it isn’t fixed 
and why the builder continues to build, if it isn’t. That is the only 
thing Lknow. Thank you very much for coming. 

Mrs. Damask. The one thing I forgot to put in that letter was 
about—well, this time of the year, in the early morning hours, after 
it has been raining for awhile, 2 or 3 days you can take a cloth and 
go over your floors, and if you do one whole room, you can ring it 
out, Where the floors are wet from the dampness that has come through, 
and they are supposed to be built up high and waterproofed, they tell 
mie, 

Mr. Rains. Thank you very much. We will check into it. 

The next witness will be Mr. David B. Lee, State sanitary engineer. 

Come around, Mr. Lee, for about 3 minutes. I am sorry we don’t 
have much time, but if you will give us your ideas with reference to 
the septic-tank situation we will appreciate it. 
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STATEMENT OF DAVID B. LEE, DIRECTOR OF THE BUREAU OF 
SANITARY ENGINEERING, FLORIDA STATE BOARD OF HEALTH 


Mr. Ler. Gentlemen 

Mr. Rats. State your title, if you will, for the record. 

Mr. Ler. David B. Lee, director of the bureau of sanitary engi- 
neering, Florida State Board of Health. 

As you realize the State health department, with its county heaith 
departments has various responsibilities in the protection of public 
health and approval of sewage and waste treatment in the State. 

In 1941 we established a working agreement with the Federal Hous- 
ing Administration on handling their 2218’s, approval of the septic 
tanks. 

Since the war we have continued that agreement and joined up and 
are working now with the Veterans’ Administration. 

We have a very splendid arrangement, and the cooperation of the 
two agencies has been very good and has certainly helped us. 

We havea problem in the State of Florida that is somewhat different 
than in most States in that our water table is high, and our soils are not 
conducive to septic tanks. 

In the opinion of your State health department in Florida, septic 
tanks are not satisfactory at all, in urban areas, and we have done 
everything in our power to stop allowing them to go in, 

But we are faced with this problem: It probably i isn’t the preroga- 
tive of the State health department to geteinto the financial matters 
of home building, but with this problem. that continues to come up— 
and when we discuss low-cost housing—we think there are certain 
things that should be done, and we are attempting to request that they 
be worked out, and that is a preengineering survey of the area before 
commitments are made. We recommend that be done. 

Mr. Rains. By a competent engineer 4 

Mr. Lev. By competent engineers, with knowledge of the land, the 
geology, and what have you. 

Mr. Gambier. That is the site at which construction is to be had. 

Mr. Ler. That is right, prior to any commitment. I would like to 
see that written into your law, and that it become a part of the con- 
gressional thought. 

Mr. Rains. Much of the trouble we are having seems to spring from 
that. 

Mr. Ler. That is true, sir. Another point: I believe if that goes into 
effect, then the price of the houses could be set on the cost of the 
facilities needed. 

In other words, the basic science of life is sanitation. You have got 
to have water, sewage disposal, and drainage. 

Speaking of education, this mor ning the health department has put 
out a booklet, Healthy Homes, in which we have tried to bring to the 
attention of the public what to look for, recreation, homes, shopping 
centers, and what have you. 

Mr. Rats. Will you leave a copy of that with the committee? 

Mr. Ler. Surely. 

We believe, and we have made a good deal of progress, in Duval 
County, through these preengineering investigations, gentlemen, by 
having at least a half dozen of these subdivisions put in adequate 
collection and treatment facilities. 
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Mr. Coir. May I interrupt you? What is your judgment concern- 
ing the rise in the cost of a house, percentagewise, if the development 
had proper sewage disposal facilities? 

Mr. Ler. I think it enhances the value of that property anywhere 
from $500 to $1,000. 

Mr. Coie. My question, though, was as to cost. 

Mr. Ler. It should not cost, in addition to what they will spend, 
over $150 to $200 per lot. 

Mr. Corr. That is very reasonable. 

Mr. Rains. That would depend somewhat upon the size of the 
project, and the number of homes ? 

Mr. Ler. Naturally, the more the homes, the cheaper it would be. 

We estimate, asa rough figure, that the cost per unit, of house, per 
lot—and these subdivisions have about 75 front feet—it should not cost 
over $300 per unit to build an adequate sewage collection and treat- 
ment works of that nature. 

Now I would like to suggest—and I have made suggestions to your 
colleague, Congressman sennett—which is again out of my area— 
that that much) money should be earmarked, if at all possible, so that 
it should be the first thing built. 

I would also like to recommend, if it would be possible, that these 
things almost be mandatory, where you have anywhere from 25 to 
50 units. 

Of course, you get down to economics, when you get down to that 
small number, but certainly any of 50 up should have these things. If 
you don’t do that, from what I see in this State, we are going to build 
the slums of tomorrow. 

Mr. Cour. I think you have a very practical suggestion. It sounds 
very good to me. 

Mr. Ler. I could go into a Jot of the reasons for this in the past- 

Mr. Rains. Would you like to submit us your suggestions in a 
written statement for our guidance ? 

Mr. Ler. I would be delighted. 

Mr. Rains. We would like you to do that, Mr. Lee. We would like 
to talk to you at length but don’t have time. 

Mr. Ler. I realize that. I will be glad to submit my recommenda- 
tions. 

Mr. Ratns. Thank you very much. 

The next witness is Mr. Walter Cowart of the Home Builders of 
Jacksonville. Do you have a written statement, Mr. Cowart ? 

Mr. Cowart. Yes, sir. 

Mr. Rarns. How longa statement? We are pushed for time, as you 
know. And we might rather just ask you questions and let you talk 
to us and submit your statement for the record. Would that suit you? 

Mr. Cowarr. Yes, sir. 

Mr. Rarns. Very well. 





STATEMENT OF WALTER COWART, PRESIDENT, JACKSONVILLE 
HOME BUILDERS ASSOCIATION 


Mr. Rarns. What is your official capacity with the Home Builders? 

Mr. Cowarr. My name is Walter J. Cowart, president of the Jack- 
sonville Home Builders Association. 

Mr. Rains. Is that affiliated with the national ? 
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Mr. Cowart. Yes, sir. 

Mr. GamBie. What is your address, sir, for the record ? 

Mr. Cowart. 217 West Church Street. 

Mr. GambBLe. Thank you. 

Mr. Cowart. It is the feeling of the members of our association that 
further legislation will do more to restrain home building than to help 
it. 

Information has reached us through the press and other sources that 
your committee is giving serious consideration to the following legis- 
lation: 

(a) A required warranty as a condition of using FHA and VA 
financing. 

(>) All Government insuring or guaranteeing agencies to employ 
only full-time salaried inspectors. 

(c) Insuring or guaranteeing agencies to investigate business rec- 
ords of owners of all building corporations utilizing federally under- 
written mortgage financing. 

(d) A required escrow deposit of all down payments by purchasers 
of FIA or VA homes. 

It has been the policy of the National Association of Home Builders 
for some time for its members to issue a certificate of warranty to the 
purchasers of homes built by members of this association at the time 
of the closing of the loan. A great number of our builders have been 
using this warranty for a period of some 2 years. However, at our 
recent national convention in February of this year at Chicago, a new 
form of warranty was adopted and it Is expected that this will be used 
by all members of our national association. 

We realize that there is considerable difference of opinion as to the 
merits of employing full-time salaried inspectors. The Federal Hous- 
ing Administration has found over a period of many years that the 
full-time salaried inspector is more satisfactory. On the other hand, 
however, we know that the Veterans’ Administration contends that 
they are unable to employ full-time salaried inspectors and secure the 
experienced and qualified inspectors which they are able to employ 
ona part-time or fee basis. It is our feeling, however, that the system 
used by the Federal Housing Administration of full-time inspectors 
is a more satisfactory one. 

While we cannot help but agree that the insuring agencies should 
investigate thoroughly the business records of owners of all business 
corporations, it is our feeling that this procedure is already in oper- 
ation. We do not know of an instance where a builder is able to secure 
commitments from either Federal Housing Administration or Vet- 

erans’ Administration without first furnishing complete financial in- 
kien and responsibility. 

It is our belief that the escrow deposit of all down payments by 
purchasers of FHA or VA homes is now the standard operation of 
procedure, that is, in our particular territory. 

For the past several years the improvement of housing construction 
standards has been one of the prime objectives of the National Asso- 
ciation of Home Builders and its affiliated local associations. Many 
local associations now offer to home buyers information or booklets 
on the proper care and maintenance of a new home; association griev- 
ance committees attempt to adjust complaints brought to their 
attention. 











416 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


Our local association has a committee composed of 10 members and 
this committee is known as the FHA and VA committee. It is the 
primary purpose of this committee to discuss with the FHA or the 
VA any complaints that come to their attention which they feel should 
be investigated and some solution arrived at. This committee oper- 
ates on the basis of having some several of its members actually call 
on the home owner making the complaint and to investigate thor- 
oughly the merits of the complaint and then recommend to the builder 
of the home what they feel should be done to correct the situation. I 
do not know of a single instance where a satisfactory solution was not 
reached after this committee made an investigation and recommenda- 
tion. Neither do I know of a single case where a builder in our section 
has ever refused to promptly and cheerfully make whatever correction 
was recommended by the committee. 

Time was, and not so long ago, that all new homes were a one-man 
operation. The builder was a combination carpenter, plumber, plas- 
terer, mason, electrician, roofer, and jack of all trades and sometimes 
master of none. Financing was a pretty rugged proposition : high 
down payments were the rule; mortgages ran for 3 years at interest 
rates of 6 to 10 percent, subject to heavy renewal ¢ harges. Other things 
were just as outmoded: ill-equipped kitchens, drafty rooms, lack of 
design, dangerous heating devices, et cetera. 

Times have changed, and how! Home building now constitutes 
the largest industry in the Nation, outside of agriculture. And we 
builders are const: intly alert for new building m: aterials and designs 
that add to the quality, beauty, and durability of new homes. Pro- 
ducing a revolution in new housing techniques, today’s merchant 
builder deals in men, materials, and management. The results: better 
designed, built, equipped homes at a price that practically every work- 
ing family can afford. 

The 800,000 figure recently announced by the Housing and Home 
Finance Administrator as the limit of total housing production during 
1952 includes 75,000 public housing units and 725,000 privately 
financed. 

This trend of thinking in Washington means a decrease of 48 per- 
cent in private housing production under 1950 but an increase of 200 
percent in public housing starts in the same period. 

Under these circumstances I suggest that those self-supporting citi- 
zens who want to buy their own homes will have difficulty in under- 
standing why mortgage credit available to them should be limited 
while the Government pumps hundreds of millions of dollars.into 
taxed subsidized public housing. 

The entire public housing program comes up for congressional re- 
view early this summer. I think the Congress will be interested in 
these facts. 

We of the Jacksonville Home Builders Association do not deny 
that minor complaints have arisen from time to time from veterans 
as well as civilian purchasers of new homes. We do contend, how- 
ever, that percentagewise these complaints have been very small and 
of a minor nature when we take into consideration the large number of 
homes that have been built and sold in the years since World War II. 
We further realize that it is a challenge to the home-building industry 
to constantly seek ways of improving the construction of homes. How- 
ever, we accept that challenge and assure you that we are constantly 
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striving for improvement in order that complaints will be held to a 
minimum. We do not believe that they will ever be entirely elimi- 
nated. 

The Congress has requested that the home-building industry con- 
struct in critical defense areas a large number of homes for defense 
workers and families of servicemen. The home-building industry ac- 
cepted this responsibility and oversubscribed to the number of houses 
to be built more than three to one. The largest volume of building 
under these various programs was the FHA title IX section. After 
many of our builders secured commitments for erecting these homes, 
purchased the land, installed utilities and prepared to start construc- 
tion, it was found that the FNMA had no further funds for the pur- 
chase of these 4 percent mortgages and it was impossible to sell them 
in the open market to investors. 

It is felt that some immediate and satisfactory solution to this 
problem should be found by the Congress. I know of one builder in 
our section who bought land, obt: ained commitments, et cetera, with a 
total investment in cash of some $35,000, expecting to build 50 title LX 
houses. This builder is at present unable to obtain a market for the 
permanent mortgages and is at present stymied with his investment. 

It is pretty common knowledge that we do not. have a market at 
present for 4-percent VA guaranteed mortgages except through 
FNMA. The information we have is that in a very short time, if not 
sooner, FNMA will be without funds, and this leaves us with no 
market whatsoever for the t-percent VA mortgage. While we appre- 
ciate the thinking of Congress and the Veterans’ Administration in 
attempting to hold the interest rate at 4 percent, we cannot help but 
fee] that the average veteran desiring to purchase a home is being 
handicapped a great deal more by being afforded the privilege of a 
4-percent mortgage than he would be if the interest rate were in- 
creased to a 414-percent mortgage and the veteran could readily pur- 
chase a home because there would be a market for the mortgage. 

The difference in the 4 percent and 414 percent would amount to 
only a few cents more per month in the payments which the veteran 
would make. In other words, the large investors in mortgages are 
not interested in mortgages at 4-percent interest when they can make 
investments in the free-economy market which will yield a better rate. 

We believe that a great deal can be accomplished by further educat- 
ing the purchaser of a new home in his responsibility as a home owner. 
A very large percentage of the families buying new homes are families 
which were formed during and since World War II. Many of these 
young people are having the responsibility of home ownership for the 
first time in their lives. A great number of them have in the past 
either lived at home with their parents where they had no responsi- 
bility in the care and upkeep of a home or they have rented and found 
themselves relieved of this responsibility by their landlords. I had 
one veteran call me, who had been living in the house which he pur- 
chased for a period of 3 years, and inform me that the porcelain knob 
on the spigot in his bathroom had broken and he desired that T imme- 
diately replace this. Iam sure you can understand from this type of 
thing that there is some additional work that must be done in getting 
the home owner to realize that he has a certain responsibility in the 
maintenance and upkeep of his home. 
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Mr. Coir. The other argument in connection with the fee inspector 
is that the agency does not require, then, the number of inspectors at 
alltimes. In other words, the level of personnel in the office need not 
be kept at a peak. They can let inspectors come and go and employ 
them as they need, and pull in more and more as the peak rises, and as 
the peak descends they can let the fee inspectors go. 

Do you have any comment on that ? 

Mr. Cowarr. I think that, rather than for the reason that you have 
mentioned, the reason is that these inspectors are even enabled to 
engage in other occupations when they have no inspections to make, 
and they are able in that manner to increase their income. 

In other words, the contention is that they would not be able, on a 
salary basis, to employ the high type of man which they could get 
on a fee basis. 

Mr. Cote. You don’t agree with that? 

Mr. Cowarr. No, sir. 

Mr. Coir. And your experience bears that out, does it? 

Mr. Cowarr. Well, our experience bears it out in this respect. I feel 
that the FHA inspector who is on a salary, he has a certain job to 
do: he has no other interests in mind; he has plenty of time to make 
a more thorough inspection, 

Mr. Rains. I was interested in that phase of your statement, in 
which you said you didn’t think they ought to have the right to check 
into the financial background of the builders. 

Mr. Cowart. I didn’t make that statement. 

Mr. Rarns. I misunderstood you, then. What did you say about 
that ? 

Mr. Cowarr. I was merely quoting what we were informed was 
being considered as legislation. 

Mr. Rarns. How do you feel about that? 

Mr. Cowart. I think they should investigate thoroughly every man 
in the building business who is having Government loans. 

Mr. Rarys. Not all builders belong to the National Home Builders 
Association and not all builders have the same care that most of the 
builders in the National Home Builders have, and don’t you think 
it is necessary that somebody check into them to find out whether they 
are responsible and reliable / 

Mr. Cowarr. I certainly do. 

Mr. Gambier. You won’t take any builder that applies to you for 
membership anyway, will you 4 

Mr. Cowarr. No, sir. 

Mr. Gambier. You have certain standards? 

Mr. Cowart. Yes, sir. 

Mr. Gamer. And you maintain them ? 

Mr. Cowart. We have a code of ethics, which is very high. 

Mr. Gamete. That is right. That is what we found. 

Mr. Apponizio, Did you hear any of the names of builders men- 
tioned here today ¢ 

Mr. Cowart. Yes, sir 

Mr. Apponiz1o. Are they members of your organization ? 

Mr. Cowarr. Yes, sir. I would like to make this statement, though. 
I wouldn't be inclined to agree with the statements that I have heard 
made about those builders without giving those particular builders 
a chance to defend themselves. 





HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 419 


Mr. Apponiz10. We certainly will. 

Mr. Coir. We are not trying them at this time. 

Mr. Rarns. We are not passing on that phase of it. 

Mr. GampBie. Yes, sir; we are not a jury and don’t intend to con- 
viet anybody. 

Mr. Cowarr. There are two sides to this question. 

Mr. Rarns. ‘That is correct. 

We have run into the exact opposite to your statement all over the 
country, in several places, where some fly-by-night group will get 
together and get these big committments, and as soon as it is over, 
abandon the whole outfit and move out of town and they are gone. 

Mr. Cowarr. We have had those type builders come into this town, 
too. I know of many that have come around here and staying for 
several months attempting to get FHA and VA commitments, but 
for some reason or other they never got them. 

Mr. Ratns. That is a good idea. 

Mr. Cowart. I have just received a new article, which the National 
Association of Home Builders hopes to put in the hands of every new 
loome buyer, and which covers 16 pages of information as to what the 
home owner should know about the house which he is buying. 

Mr. Coir. How will you get it into his hands? 

Mr. Cowarr. We will give it to him at the closing of the loan. That 
js just my first thought. It might be better if we gave it to him at the 
time of the signing of the contract. 

Mr. Coir. Anyway it is a good idea. Let me ask you one other 
thing. The prices on these homes seem to me to be quite low, the 
homes about which the people have been testifying today. 

Were you here and did you hear the testimony about prices on these 
homes ? 

Mr. Cowart. Yes, sir. 

Mr. Corr. Is it possible in this area to build a sound home, with 
two or three bedrooms, within the price range testified to here ? 

Mr. Cowart. Yes, sir, it is; but it will be of a very small area— 
from around 700 square feet, which is a very small house. It is a 
livable house and can be constructed out of sound, good material. 

Mr. Corr. The prices are very reasonable, compared to the other 
areas in which we have been—my own area out in Kansas, and so on. 

Mr. Cowarr. In my opinion, unfortunately, our insuring agencies 
here do not take into consideration in their valuations, a sufficient 
amount of money to take care of this land-development proposition 
we have been talking about. 

Mr. Coir. That is the question we discussed with the engineer a 
moment ago. 

Mr. Cowart. They want us to do it and expect us to do it, but we 
can’t do it without a necessary allowance included in the reasonable 
value. 

Mr. Rarns. It would really add to the value of the home if it were 
done; would it not? 

Mr. Cowarr. Very much so. 

Mr. Wipnati. Mr. Cowart, how much goes into the heating system 
in these homes ? 

Mr. Cowart. In the small houses we have referred to, approximately 
$125 to S150. 

Mr. Wipnati. What do they have, a central stove? 
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Mr. Cowarr. A central space heater. Just a circulating oil-burning 
space heater. 

Mr. Wipnatu. That accounts, to a large degree, for the great dif- 
ference in price between homes here and up north; doesn’t it ? 

Mr. Cowart. That has a lot to do with it. 

Mr. Rains. And also basements have a great deal to do with it. In 
other sections of the country they have b: asements; isn’t that right? 

Mr. Cowart. Yes, sir; we don’t build basements here. In the first 
place, our water table is so high that we would get a swimming pool 
rather than a basement. 

Mr. Wipnau.. What about the land outside the city limits? 

What did that sell for, per acre, a couple of years ago? 

Mr. Cowart. You couldn't buy any suitable land for under a thou- 
sand dollars an acre, raw land. 

Mr. Rarns. Don’t you think also, as a builder, that a considerable 
part of the trouble we have found here and in other States, has been 
due to building homes on filled-in spaces. In some places land is 
really at a premium. Wouldn't presite engineering be a very good 
thing? 

Mr. Cowart. Yes, sir. We have no problem here in general on 
filled-in land. The only place I know of was one that was filled in 
some 25 years ago, that has been allowed to stay there all this period of 
time. 

Mr. Rats. You don’t have that problem ¢ 

Mr. Cowarr. No, sir. 

Mr. Rats. Are you going to leave us a copy of that 16-page article 
so that we may look at it? 

Mr. Cowarr. I will be glad to. It is very good. If you have the 
time, | would like to read a couple of p: aragraphs out of it. 

Mr. Rains. Our trouble is that too often they buy the home before 
they know anything about it. Why don’t you give it to them before 
buying ? 

Mr. Cowarr. Well, this particular article deals with Your New 
Home, Its Care and Maintenance. 

Mr. Wipnati. Do you know whether or not that follows to any 
extent the pamphlet of the North Jersey Home Builders Association ? 

Mr. Cowarr. I do not. 

Mr. Wiwnatt. They have had something in pamphlet form in the 
last couple of months that they have been delivering to the home 
buyer. 

Mr. Cowarr. I do not know. 

Mr. Wipnaut. They are affiliated with the national association. 

Mr. Cowart. Yes, sir. 

Mr. Gamobxe. I think that came from Washington. 

Mr. Ratns. We appreciate that very much. We wish we could go 
along with you, but time is getting short. If you will leave your state- 
ment for the record, we will t: ake care of it.” Thank you very much. 
I want to say that this committee is not committed to what has come 
ahead of us. I see our fame spreads in advance. Those are merely 
things we are studying as a matter of fact. We don’t know what the 
comiittee will do, because we have divers opinions as you can tell. 

We will now hear from Mr. Pittman and Mr. Howell. 

State your name and address for the benefit of the record, please. 
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STATEMENTS OF A. A. PITTMAN, BUSINESS REPRESENTATIVE, 
CARPENTERS DISTRICT COUNCIL OF JACKSONVILLE AND VICIN- 
ITY, AND C. C. HOWELL, BUSINESS REPRESENTATIVE, CARPEN- 
TERS LOCAL UNION NO. 627, JACKSONVILLE, FLA. 


Mr. Prrrman. A. A. Pittman, 920 Main Street, Jacksonville, Fla. 

Mr. Howe. C. C. Howell, business manager for Carpenters Local 
627, Jacksonville, Fla. 

Mr. Rarns. You are the business representative of the district coun- 
cil of Jacksonville, Mr. Pittman ¢ 

Mr. Pirrman. Yes, sir. 

Mr. Ratns. Which one of you proceeds first ? 

Mr. Prrrman. Let Mr. Howell go ahead. 

Mr. Howrein. Mr. Chairman, my position in this thing—I hope I 
don’t get shot before I get out of here—but I am in a position to give 
you a pretty good picture of the area around Jacksonville, because it 
is my job to canvass the area, all the projects, because I represent a 
membership of about 1,500, and my job is to try to secure work for 
them, and to try to see that the boys are getting their share of the 
work that is being done, which, I am sorry to say, we are not now. 

But first, I would like to talk to you and try, if possible, to give you 
some information that I believe you are here to get, according to the 
statements and questions you have asked before. 

On the inspectors that we have here in this district, I have no com- 
plaint to register against these fellows, because the way I see it, these 
men, or an inspector, who almost has to be a genius in order to go 
out there and be 100-percent perfect inspector to inspect the complete 
house. 

Mr. Coie. In other words, you are drawing a distinction between 
an inspector and a superintendent? 

Mr. Howetn. That is right. A superintendent might be qualified 
to say whether the masonry or the electrical, or the carpentry work, 
or the cement. work, or the plaster, is O. K. 

When an inspector—an inspector maybe has not had that thorough 
training in his background. 

I would offer this as a suggestion : If we could screen the inspectors 
a little more closely, if possible, and possibly give them some technical 
training which would conform to the specifications, so they would 
know exactly what to look for, that would be helpful. 

An inspector knows that his specifications call for a stud here to 
there, and for two plates, but he doesn’t know that that stud is sup- 
posed to be cut square on the bottom, or square on the top. It is just 
supposed to be in there. If it is not fit thoroughly, he doesn’t know. 
It is in there. There is a base around there that will possibly hide 
the point that didn’t. fit the shoe good. 

One other thing, I think our inspectors should be coached on the 
material going into these houses, because I believe we can all safely 
say that our housing-projects are in a deplorable condition here all 
over Jacksonville, not only out in the counties, as registered here to- 
day, but also within the city limits. We have septic tanks right in the 
city limits that run over every time there is a big rain. 
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Mr. Corr. On the materials, is it your idea that they should be sub- 
stitute materials for those which come under the specifications? « 

Mr. Howe.u. Well, not necessarily that, sir, so much as the mate- 
rial that is not in its proper stage of being used—too green, for in- 
stance. 

Mr. Corr. I see. 

Mr. Howetn. I have seen, on an FHA house, right over in the 
Arlington section, a roof put on a house there, and the material was 
green, it hadn’t been dried, and they had a 210-pound, thick shingle 
roof on this house. The FHA allowed this type roof to go on this 
house. 

But within a few months after the boy moved into the house, his 
house began to leak and he asked me to come over, and look, and see 
if I could tell what was the matter with the house, why it was leaking, 
and going up on the roof, I noticed that the lumber—well, over the 
eaves, where it overhangs, you could see there were cracks there that you 
could put your finger through. It would shrink. During the shrink- 
age it rips the felt, rips the nail loose, and makes the water run down, 
spoils the plaster and cracks it in a number of places in the house. 

Mr. Corr. Has that been remedied somewhat since the war, when 
we have gotten more seasoned lumber ? 

Mr. Howe uw. I don’t believe so, sir. 

Another thing on the lumber situation—I see some of these projects 
where the lumber is piled down in front of these houses and allowed 
to be rained on, and picked right up after an hour of rain, and nailed 
right up on the house. I have seen lumber right here, used in houses 
that has been let lay there until it would be moldy, and you could take 
your fingernail and rake away part of the wood from it. 

There is another thing I would like to mention: I think presurvey 
of the site, where these houses are to be built, by all means should be 
entered into the thing, because there are so many times that these 
projects are located r ight ina place where there is water standing even 
before they start building, and I have seen the concrete poured into 
the ditch where they dig for the foundation, and run the water out. 
It is surface water that goes right in there. So we know that doesn’t 
make for too good a foundation because it takes part of the value of 
the cement away, where it goes into the water, and so on. 

One other thing that I would like to offer a little criticism on, is 
on some of our builders here, especially the previous witness, Mr. 
Cowart. 

Now, I don’t blame Mr. Cowart for this 100 percent, and I don’t 
blame any of these builders. Blame us all for not having the foresight 
to adopt some plan in house building, such as we have in our city and 
school building government here. In some instances, on these housing 
projects, the builder doesn’t have the supervision, or doesn’t like to 
assume the responsibility of putting on more supervision, or having 
a lot of men to look to, to get his work carried ont, and he goes out, and 
gets these commitments, furnishes the lumber, and then subs—or piece- 
works—this building, and especially the carpentry work, to some 
fellow who has had a little experience, and he picks him up Tom, Dick, 
and Harry who have never driven a nail before, and he says “T will 
give you so much to trim out this house,” or “I will give you so much to 
frame this house, dry it in.” 
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Well, we all know, it stands to reason, that when you give me so 
much to do a job for you, so many dollars and cents, I am going to 
get that job done for you as quickly as I possibly can, because the less 
time I spend on it, the more money you pay me for the time that I was 
there. So we are going to cut every corner we possibly can to get the 
house thrown up. That way a lot of these things get by the inspector, 
like the unsquare stud, and a lot of other things that you could men- 
tion if you went thoroughly into it. 

Now, understand, Mr. Cowart does do that. I think he even subs 
out his trim over there. That is the report that has come to me from 
some of our members that have tried to secure work from him. 

I do know that there is a substandard wage. I can safely say that 
there is a substandard wage being paid on at least 70 percent of the 
housing being built in Jacksonville today. I am sure of that. 

Now, where you pay a substandard wage. then it stands to reason 
that you are not going to get the best quality workmen. Isn’t that 
right? We couldn't get the best quality workmen if we pay a sub- 
standard wage. 

If there could be some legal protection offered, from the powers 
that be, that have authority to do this, like my illustration, on this 
school board, on our school program here, in the specifications—you 
can laugh at this if you want, but it sure has given good results— 
in the specifications it states that the work will be paid for at the pre- 
vailing rate, and will be done with the respective craftsmen in a work- 
manlike manner, and locally used, so far as available. I know of dif- 
ferent times, we people have come in here, and I have seen boys on 
some of the housing projects mentioned here today, that got released 
from the Navy, and came right out and I talked to them and they said 
they had never driven a nail before in their life, and they were up on 
the roof driving nails at Jess than half the standard or prevailing 
wage in the district. That is why a lot of these faults and bugs are in 
there. 

If we had some protection, where the prevailing rate of wages 
would be paid on these Federally guaranteed mortgages, and work- 
men used from the respective crafts—in other words, you couldn't 
pick up a brick mason and use him as a carpenter, and vice versa. 

Mr. Rains. You see, the trouble is this: What you are talking about 
is true on all Government, Federal construction. 

Mr. Howe wn. Yes, sir. 

Mr. Rains. But the trouble here is, and for that reason your state- 
ment is not exactly in point on that phase of it, the trouble is that 
these houses are built by private money. 

We don’t have any control over that money. 

Mr. Howett. I understand. 

Mr. Rats. So what you really have to do is to get your position 
over to the lender and to the builder, because the Government doesn’t 
handle that money itself. 

Mr. Core. Let me ask you this question, just as I asked the engineer 
a moment ago—What, in your judgment, would be the additional 
cost per house, with that type of construction ? 

Mr. Howewx. Frankly, I don’t think there would be any additional 
cost, because we all know that good workmen can produce more efli- 
ciently, and better work than the man who doesn’t know his trade. 
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Mr. Corr. Your idea, then, is that if you get the expert workman 
will not add to the cost ¢ 

Mr. Hower. That is right. 

Mr. Coir. And you say if that were done, it wouldn't cost people 
more for their house ? 

Mr. Howe tn. Right. 

Mr. Gametr. Have you an adequate building code here, sir/ 

Mr. Howeiti. We have in the city, I believe, but out in the country, 
I don’t think so. 

Mr. Prrrman. We have practically the same thing in the county 
that you do in the city now. 

Mr. Howrii. Somebody said something about a model house a 
while ago. I know of one project now. In this project, the houses 
are sold according to the model house, and then they are inequitable 
to that, it is going to be too bad, because I saw one of these model 
houses in a new project, and went into there to look the house over, 
and the house was supposedly complete, so far as the inside work was 
concerned. The carpenter’s work at least—of course, that is my busi- 
ness, that is what I am interested in most—at least all the hardware 
was on the doors, locks, and everything, and there wasn’t a door in 
the house that would close. The hardware was put on very sloppily, 
with no craftmanship showing there. 

Mr. Rains. How did that house pass inspection, or do you know ¢ 

Mr. Howe tt. I don’t know, sir. 

Mr. Prrrman. I think it passed inspection because one had already 
been occupied. 

Mr. Howeit. Yes; one of these houses was occupied. I don’t sup- 
pose, though, it would have passed final inspection because the painters 
would be working on the outside yet. So as long as they were working 
on it it would hardly pass final inspection. 

Mr. Rains. We are going to move along. 

Mr. Hower. One other thing, if vou will allow me— 

This inspector's business—I agree heartily with the engineer, about 
a full-time inspector, simply because if we have an inspector on the 
job, at all phases of the work, then he can see this work as he goes on, 
and he can surely familiarize himself with what should be done a whole 
lot better than he could by just going at three or four intervals during 
the construction. 

I don’t know how much expense that would add to the house, but it 
doesn’t seem like it would add too much in these projects that run from 
40 to maybe 200 or 300 units. 

Mr. Cote. Your idea, then, is that the inspector should be almost a 
full-time employee for each project ? 

Mr. Howe.t. I think the consumer should have a representative 
there at all times on this job, and the inspector is all the representative 
he has there to look out for the quality of merchandise that he is going 
to purchase. 

| think by all means he should have one there, in all phases of the 
work. 

Mr. Rarns. Thank you, Mr. Howell; that is a good statement. 

Mr. Pirrman. I am going to make mine very brief. I want to agree 
with Mr. Cowart, in his statement that there should be an inspector at 
all times. I feel that if a person gets anything, he at least should pay 
for it. And I feel with proper inspection, particularly on the drain- 
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age, it seems like three complaints are more or less what vou have 
here today, and it goes back to one thing, as the engineer said, that with 
the proper approval, these complaints could be cut to a minimum, and 
I think your visits to Florida wouldn’t be quite so frequent, though 
you probably haven't been here very much. 

Mr. Rarns. We haven't been here nearly as often as we would like 
to come. 

Mr. Prrrman. I think we have had a lot of good housing projects 
here, and I think with a little cooperation they could be improved now. 

Mr. Rains. That is a good statement. 

Thank you very much. 

The next witness is Mr. James W. Mahoney, legislative committee, 
American Legion, Post No. 9. 

(No response. ) 

Mr. Rarns. The next witness is Mr. Kelley, chairman, rehabilitation 
committee, American Legion, Post No. 9. 

We are glad to have you, Mr. Kelley. 


STATEMENT OF ELMER R. KELLEY, CHAIRMAN, REHABILITATION 
COMMITTEE, AMERICAN LEGION, POST NO. § 


Mr. Ketiey. Mr. Chairman. we have sat here since 10:30 this morn- 
ing. You have been very patient, and we have been very patient. 

Mr. Ratns. We appreciate your statement. 

Mr. Kewiry. Let’s compliment you for a moment: We have been 
complimenting my friend, Tom David, and to some degree the builders 
sitting here. It is unfortunate that the average veteran, of which 
there are many sitting here, isn’t able to be here to speak for himself. 

We of the American Legion, and particularly Post 9, which I have 
been asked to represent—also I am a county service officer—we channe] 
most of our work through Mr. Dixon’s office, and we both hear 
complaints. 

To be brief and right to the point, the things that I learned while in 
the service were that, like some of you people up there, the complaints 
that have been channeled to V.A have been handled very well. 

Mr. Rarns. Have you had any veteran complaints on FHA? We 
have been kind of letting them by. We haven't heard about FHA as 
much as we have VA. 

Mr. Ketxey. I will still have to go along with a phrase that Mr. 
Dixon sends out on bulletins, down at the bottom, which says “to in- 
form, you must be informed yourself.” 

I like dissemination of information; I believe you could help us, out 
in the field, so to speak, to help work out possibly a better educational 
program, where the element of knowledge is there, and your com- 
plaints can be challenged intelligently rather than belligerently, at 
times. 

As you said to Mr. Cowart a moment ago, he has a brochure that 
came from a certain source. It should be given to the veteran at 
the time he contacts the salesman, so he will know what he is doing, 
if he has never bought a home before. 

I had never purchased a home before, but I asked a lot of questions. 

Mr. Rains. A new experience for about 4 million people. 

Mr. Ketiey. Right. So it behooves all of us as citizens and vet- 
erans, to ask questions. We run news stories in both of these papers 
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as often as they have space to disseminate information, but we should 
ask questions. BY arte -* 

I believe we have learned here today that there are some legitimate 
complaints, possibly. 

Mr. Ratns. No doubt about it. 

Mr. Ketiry. And they must be directed to the right people. You 
can solve just somuch. David Lee, our sanitary friend just so much, 
and so on. 

I don’t know what I could add in the way of testimony. 

Mr. Rains. We appreciate your coming, and we assure you we also 
appreciate the good work of the American Legion and the VFW 
and all the other organizations in the country that are trying to 
help the veteran. 

Mr. Ketiey. We encourage the veterans to come to us, because we 
are large in numbers, we are recognized by you; we know that. 

Mr. Rains. We appreciate your coming very much. Thank you 
for your statement. 

Are Mr. Page and Mr. Hermanson here? 

Will you come around, please / 


STATEMENTS OF H. 0. PAGE AND D. L. HERMANSON, 
JACKSONVILLE, FLA. 


Mr. Rains. All right, Mr. Page. 

Mr. Pace. Our main reason for for coming here is just about like 
‘erybody else: sewage and drainage. 

Mr. Rarns. For the record, where is your project located / 

Mr. Pace. In the northwest section of town. 

Mr. Rains. Inside the city limits / 

Mr. Pace. Yes, sir. 

Mr. Ratns. How many homes in it? 

Mr. Pace. Approximately 150 in there now. 

Mr. Rains. Still building? 

Mr. Pace. Yes, sir. 

Mr. Rarns. VA or FHA, or both? 

Mr. Pace. Both. 

Mr. Ratns. And you have some veterans and some nonveterans / 

Mr. Pace. Yes, sir. . 

Mr. Rains. Who is the builder? 

Mr. Pace. Cowart & Gonzales. I think it ischanged now to Cowart. 
Mr. Ratns. The gentleman who appeared before us a while ago / 

Mr. Page. Yes, sir. 

Mr. Rarns. Give us your complaints. 

Mr. Pace. Well, just like Mr. Lee said, these septic tanks just will 
not work in this area, and why they were ever put down there, we 
can’t find out. 

Mr. Rains. Are they septic tanks in the entire subdivision ? 

Mr. Pace. Yes, sir. I had three complaints, and went down on 
three different occasions, and finally I told them that I was going 
to the Veterans’ Administration. The salesman notified Mr. Cowart, 
who had the man come out and dig a drainage ditch, out to the main 
one, Which is an open ditch, and he got that squared away on that 
account. 

Mr. Rarns. Is that sewage running through that open ditch / 
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Mr. Pace. There are places over there that I can have someone 
flush the toilet inside the house and you can actually see a stream of 
water go out into the ditch. So I would say it was sewage. And 
we have not been able to find out who would take the responsibility 
for passing these tests. 

Mr. Rains. You mean the percolation tests? 

Mr. Page. Yes, sir; they must be called for during a dry season 
because there is not a home out there that can safely use their bath- 
room, or their shower, without looking out the window to see if 
their back yard is floating away. 

In the rainy season, that is. In other seasons, it is good. That is 
about the only time we ever get anybody to look at it. 

Mr. Rains. What effort, if any, has been made to correct it other 
than digging this ditch? 

Mr. Pace. Our civic club has been very active. We have been try- 
ing to get the city to allow sewage to go in. 

1 understand that Mr. Cowart, when he was building these, wanted 
to put in a sewage-disposal unit, but the city would not let him. But 
now the city is in favor of sewage disposal—it is in favor of our 
going ahead and paying for it. They say there is no money to build 
sewage lines. 

Mr. Rarns. Of course, you have a problem that confronts the city 
of Jacksonville if you are inside the city limits, if you say you are, 
because that becomes a health menace right away. 

Mr. Pacer. It does. We have had various men out there from the 
health department. They say that they put stuff in the ditch to keep 
down the mosquitoes, and keep it free from germs of all sorts, but 
they will also tell you at the same time while they are out there dump- 
ing it in, that if the rain comes that night, it hasn’t done one bit of 
good, and maybe they will get out there once in a quarter; something 
like that. 

Mr. Rains. What isthe name of this division ? 

Mr. Pace. Allendale. Mr. Cowart is now building houses out 
there, in the adjoining area, which the city will no longer allow him 
to put septic tanks down in, and he has put through a petition in 
that area for a sewage-disposal unit to take care of it. 

Mr. Rains. There is going to be a sewage-disposal unit; is that 
right ? 

Mr. Pace. As far as I know now, there will be for that area, but the 
cost, it seems to us, will be prohibitive », and it is not for our area. It 
is for the adjoining area. 

Mr. Rains. The city wouldn’t allow him to put that in, you say, 
the original one? 

Mr. Paae. In the original one I understand he wanted to put it in, 
but the city would not allow it. Now they want it put in. 

Mr. Rats. A pretty tough local problem. I think something 
ought to be done about it. 

Mr. Pace. It is. I have a letter here from the Veterans’ Admin- 
istration. I went to the Veterans’ Administration. They say they 
feel very sorry for us, and everything else, and they say that they 
know that those percolation tests were pulled at the wrong time of 
year, and so forth, but they pass the buck to the FHA, the FHA to 
city health, city health to State health, and nobody says “I am the man 
that is responsible.” 

94701—52—pt. 3——5 
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Mr. Rarns. Do you havea copy of that letter ? 

Mr. Page. Yes, sir. 

Mr. Rains. Will you leave it with us# 

Mr. Page. Yes, sir. 

Mr. Gamete. Is there a disposal plant owned by the city of Jack- 
sonville? 

Mr. Page. No, sir; that, I understand, would be turned over to the 
county commissioners. 

Mr. Rarns. You mean that territory would be turned over to the 
county commissioners ¢ 

Mr. Pace. I understand the disposal unit would be outside the city 
limits serving those inside the city, but I think the county would take 
it over and run it. 

Mr. Rains. It would be in a sewer district, you mean ? 

Mr. Pace. Yes, sir; it would be approximately $4,831 a year to main- 
tain that after the original cost of about $45,000. And I don’t know 
how they are going to get 200 homes in there, but if they ever do, it 
will still cost quite a bit. 

Mr. Rains. What is your problem, here, Mr. Hermanson ? 

Mr. Hermanson. My problem is the same. 

Mr. Rarns. Are you in the same section ¢ 


Mr. Hermanson. Yes, sir; I was down to VA with him when he 


went down there. 

Did I understand Mr. David to say that they have been inspecting 
all of their own VA and FHA loans in the past 13 months? 

Mr. Ratns. Offhand, I can’t remember whether he did or not. 

Mr. Wipnatt. I think he went back before that. 

Mr. Page. I think he did. 

Mr. Hermanson. My house, I bought it May 8 last year 

Mr. Rains. Was it inspected / 

Mr. Pace. It was, but the VA said the FHA inspected it. They 
didn’t have anything to do. 

Mr. Pace. I would like to read this letter, if I may. 

Mr. Rarns. You may. 

Mr. Pace (reading) : 

Dear Mr. Pace: Reference is made to your letter of July 1951 concerning 
septic tank in your home. This is to advise you that this office did not approve 
the septic tank until after we had received approval from FHA, also State board 
of health. 

I suggest you and your neighbors take it up with the State board of health, 
and in case of any other complaint you take them up with FHA, as that agency 
made the inspections on your property. 

Very truly yours. 





W. M. WILLINGHAM, 
Chief, Appraisal Department. 

Mr. Rarns. Well, there are certain types of loans, which are com- 
bination loans, and in that event I understand the FHA does make 
the inspection. I don’t know whether they did in that instance or 
not. 

Mr. Pace. Yes, sir; but it is just not right. It is common sense, and 
people know that if you go out here in the dry part of the year, and 
pour water on the ground, that naturally it will soak in, but the big- 
gest percentage of the time in this State, with all due apologies, it is 
considerably wet, and the septic tanks won’t work the biggest percent- 
age of the year, and what influence they are using to get those perco- 
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lation tests approved, and getting them through, it is beyond any one 
out there. 

Mr. Rarns. Of course, it is silly to make a percolation test in dry 
weather. 

Mr. Paar. Yes, sir. 

Mr. Rains. Thank you very much. 

Mr. Tinney will be our next witness. 


STATEMENT OF RUSSELL V. TINNEY, DISTRICT DIRECTOR, FED- 
ERAL HOUSING ADMINISTRATION, AND INSPECTORS AND AP- 
PRAISERS 


Mr. Rains. How long have you been in charge of the Jacksonville 
office, Mr. Tinney ¢ 

Mr. Tinney. I have been district director for 314 years, and I have 
been chief underwriter since November of 1934. 

Mr. Rarns. Are you both district director and 

Mr. Tinney. No; I have transferred, 31% years ago. 

Mr. Rarns. All right. 

Of course, we can’t go into each of these minute complaints, with 
you and with the VA which we are going to want reports on individ- 
ually, for the use of the committee, but the main thing we want to 
ask of you, after hearing some of the testimony, is there good coopera- 
tion between the activities of the VA and FHA here? 

Mr. Tinney. Mr. Chairman, so far as I know, there has been excel- 
lent cooperation. 

We have offered to cooperate with the VA, and they have given us 
information and service as we have requested it, and I can say that the 
relationships are very agreeable. 

Mr. Rarns. These combination loans that we have heard about, those 
inspections are usually made by FHA;; isn’t that correct? 

Mr. Tinney. In the 505 combination, which is the FHA first mort- 
gage and the VA second mortgage 

Mr. Rarns. Which now is not allowed any more. 

Mr. Tryney. Of course, which is now not existing. 

Mr. Rains. Yes. 

Mr. Tinney. There were quite a few of those. 

Shortly after that period when the 505 loans began to take an upturn 
in the market, and the mortgage market was accepting 501 loans, there 
was a cessation of the 505 type loans before that period was exhausted 
by law. When I say “exhausted,” I mean—— 

Mr. Rains. Repealed. 

Mr. Tinney. After it had expired; yes, sir. 

Mr. Rarns. Well, what about the housing situation for FHA? Are 
many commitments being issued now ? 

Mr. Tinney. Our volume, of course, at the present, is off consider- 
ably. I have a notation here, in the year 1950, the Jacksonville office 
received 6,567 applications for small homes. 

We also received applications for 1,149 units of rental property. 

Mr. Rarns. 608’s? 

Mr. Tryney. 608’s and multiples which might be 203’s, and three- 
or four-unit type. That is a total of 7,716 units for the year 1950, 
and for the year 1951, we received 3,777 small-home applications, and 
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1,009 applications of 109 units of rental property, which is a total of 
4,786 units, which is quite a drop in the comparable volume. 

Mr. Rarns. Well, the FHA costs in this section; are they comparable 
to the cost in the other sections of the country—of building ? 

I mean, the cost of building. I agree with Mr. Cole, the price 
sounded a bit low to me. Is that true with FHA as well as VA 
property ? ; 

Mr. Tinney. I would think, before World War II, that the cost in 
this area, which I think you would find generally true in the lower part 
of the South, was considerably under the national level, because of 
wage rates, 

Mr. Coir. Part of it, of course, is due to the heating unit. 

Mr. Tinney. Iam coming to that a little later. ; 

_ Since World War II there seems to be a stabilization of wage rates, 
I would say, our costs today equal the costs around the country. 

It is true that in the deep South, in this area, we do not have insula- 
tion problems, basement problems, and heating systems, which are 
customary in the colder climates. 

Mr. Rats. It has been suggested that we have full-time Govern- 
ment inspectors rather than fee inspectors. Does it work all right 
with FHA? 

Mr. Tinney. We are very happy with the full-time salaried in- 
spector. We think we get the best results because that man is entirely 
responsible to us and his duties are clearly defined and outlined. 

Mr. Rarns. Does civil service give you competent men? Are the 
qualifications which the civil service requires for inspectors sound? 
Are the men you get in that job actually competent to do the job of 
inspecting and appraising ¢ 

Mr. Tinney. They are very satisfactory. They are ably qualified, 
and we have ways and means of disposing, through civil service, of 
those not qualified for the position. 

Mr. Corr. Will you comment upon how efficient an inspector may be 
to determine whether or not a house has been built according to plans 
and specifications? I mean, the type of inspection which you are 
permitted under the law? 

Mr. Tinney. I can only speak for the inspectors that I have directly 
under me, and every inspector we have is capable of drawing the 
house, building the house on paper; he is capable of taking the quan- 
tities of material off the house and building the house. 

Mr. Corte. Following that, then, does he have enough time to in- 
spect a given house to determine whether or not it is built according 
to the specifications ¢ 

Mr. Tryney. During the peak years, which was, of course, after the 
cessation of the Japanese war and the European war, we were del- 
uged with a terrific amount of business, more so than our men were 
able to take care of. I would say your workload was overloaded to 
the extent that our general personnel, who had to work very hard and 
very rapidly, including our inspectors in the field, which, in past 
periods, have given free time trying to catch up on the backlog, our 
workload was—this is an off-the-cuff statement—around four to one, 
maybe three to one. 
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Mr. Core, Then the answer to my question is “yes”; that the in- 
spectors do have enough time to inspect a given project, a given house, 
to determine that that house has been constructed according to plans 
and specifications? 

Mr. Tinney. Except in the peak periods of 1947, 1948, 1949, and 
1950. 

Mr. Corr. I am speaking of the current situation. 

Mr. ‘Tinney. It is entirely satisfactory now. 

Mr. Cote. Mr. Tinney, if you had a fly-by-night builder, who didn’t 
build houses as he should have, and he came back for further com- 
mitments to build other places, do you have sufficient authority in the 
Jaw now, do you think, to keep him out of that deal ? 

Mr. Tinney. Yes, sir. 

Mr. Rarns. Do you think that is necessary, to have some kind of a 
contractor warranty of some type on the part of the builder, that 
that house is what he says it is? 

Mr. Tinney. Mr. Chairman, I don’t know, I can foresee a lot of 
complications there in an operation of that type, because, if you do, 
you would get into a bond type of guaranty, and that would run the 
cost of your properties up, and bonds are very hard to get, and I 
think it would be a very complex and difficult operation. 

Mr. Rats. Of course, it might work a baReaeip on the good little 
builder, and we don’t want that. 

Mr. Tinney. The large professional builder would take care of him- 
self better than the small independent builder, and the FHA likes 
the small independent builder very much, and a lot of them operate 
almost. exclusively through FHA because they need the FHA firm 
commitment to finance themselves. 

I will say that with our system of inspections, our rules and regu- 
lations, of which I think our Commissioner gave a very fine report 
to your committee on February 5, covers the FHA operations and 
from the local level our complaints have been at an absolute mini- 
mum. 

There have been some that we have tried to bring a meeting on 
between the seller or producer and the consumer, and in most cases 
we have been entirely successful. 

We have had some cases, such as Mr. David mentioned this morn- 
ing, in which we have had some builders that have gone out of busi- 
ness, that we cannot rectify, but we think that we have done a fairly 
good job, by the fact that our complaints are at a minimum. 

I took a check at the office this morning. I don’t think that we have 
over six complaints there today, that are unsolved. 

Mr. Rains. That is a very good record. 

Thank you, Mr. Tinney. We appreciate your statement, sir. 

Ladies and gentlemen, I want to thank you for your patience. 

The committee will meet in Miami the day after tomorrow. We 
are going to inspect homes in that area tomorrow. 

You have been most helpful to us in our effort to gather informa- 
tion to present to the Congress. Thank you very much for your 
kindness and patience. 

The hearing is adjourned. 
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(Whereupon, at 3: 45 p. m., the hearing in the above-entitled matter 
was adjourned. ) ‘ Sh sh 

(The following letter was submitted for inclusion in the record of 
the hearing :) 

UNIVERSITY OF F'LoripDA, 
Gainesville, March 17, 1952. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee of Housing, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Rains: It was indeed a pleasure to meet you last Tuesday 
in Jacksonville, and to attend the informative and fair hearing which your com- 
mittee conducted in this area. Meetings and hearings of this kind render a 
distinct public service and should favorably affect the future course of coopera- 
tion among the numerous and diverse interests which play a role in the field of 
home ownership and housing. 

Time, unfortunately, did not permit your calling upon me although my name 
appeared on the list of informed witnesses. I would have enjoyed presenting 
as an antidote to the numerous complaints, as summary of the many testimonials 
of satisfied veterans who have expressed to me their sincere gratitude for services 
rendered them, often beyond the call of duty, in the six counties and special areas 
entrusted to me by the Veterans’ Administration. 

It is my understanding that one of the problems facing your committee is the 
difficult decision whether proposed housing legislation should make home ap- 
praising and inspection a function of qualified full-time Federal employees or 
whether the veterans’ interests are best served by independent fee inspectors 
and appraisers as carried out under the existing law. 

Lest my remarks be interpreted as biased because of my professional services 
on a fee basis, allow me to assure you that in my instance, at least, the fee is not 
the determining factor and that my services are principally offered because: 

1. My appointment as official Veterans’ Administration appraiser and com- 
pliance inspector carries with it a sense of prestige and a great opportunity for 
public service; and 

2. The contact with veterans, builders, and officials of the Veterans’ Ad- 
ministration proves most informative and enlightening and thus contributes 
greatly to my insatiable search for means and ways to perfect the art of real- 
estate appraising. 

As a member of the American Institute of Real Estate Appraisers, I know that 
I speak for my colleagues who serve the Veterans’ Administration when I 
say that a change in the law from “fee” appraising to “employee” appraising 
would deprive our veterans of top ranking men now called upon to serve them. 
To the best of my knowledge, none of the members of the institute now aiding 
the veterans’ cause in Florida could be enticed to accept an “employee” apprais- 
ing position even at salaries far beyond those currently paid by the Federal Hous- 
ing Administration. A few examples will illustrate what I mean. 

Jacksonville is served by Alvin J. Register, Sr., known as the dean of Florida 
appraisers and who is one of the founders of the American Institute of Real 
Estate Appraisers. His vast experience gained through a lifetime of ap- 
praising work is now a priceless service to veterans he is called upon to protect. 

Lakeland is served by Levie Smith, an immediate past president of north 
Florida chapter of the American Institute and a field director of institute-con- 
ducted courses in appraising at the University of Florida. 

St. Petersburg is served by A. B. Fogarty, president of north Florida chapter 
of the institute and a widely known appraiser, who devotes his entire time to 
this specialized field of housing. 

My own services and training in the field of appraising may be judged from 
the attached list of qualifications. As dean of institute appraisal courses, as 
consultant to Federal and State agencies and practicing appraiser, I strongly 
feel that veterans can best be served by independent men who have thorough 
knowledge of local market and economic conditions and who are free from any 
kind of pressure. 

Entrusting the responsible job of home appraising to employee or “captive” 
appraisers and inspectors would lower the quality of service now rendered to 
veterans, at least in our region, add hundreds of additional men to the Federal 
payroll, and greatly increase cost per unit of service rendered. The latter is 
due to operation out of central offices involving long hours of travel to distant 
places in States such as Florida and causing much delay in times of peak opera- 
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tion due to the inflexibility of numbers of trained employees in central or re- 
gional offices. 

Your committee undoubtedly is faced with a difficult and far-reaching problem 
in recommending housing legislation that is bound to affect the well-being of 
thousands of future home owners. From the hearing that I attended as well 
as from personal experiences, it appears clear to me that the difficulties of 
complainants in many instances are traceable to ignorance of basic principles 
of contract and home ownership. To correct this, much educational spade work 
needs to be done. 

At the University of Florida an attempt is made to spread basic knowledge 
of the fundamental principles of housing through a unique consumer approach 
course entitled “Housing and Home Ownership.” This course, we believe, is 
the only one of its kind offered on a college or university level in the United 
States. Seventy students are currently registered and, judging from the en- 
thusiastic response of those attending, a popular and highly useful course is 
in the developing. 

May the writer take this opportunity to assure the committee of our whole- 
hearted support in their diligent search for a sound and workable housing law 
and to this end we stand ever ready to serve you. 

Respectfully submitted. 

ALFRED A. Rina, M. A. I., 
Professor of Real Estate. 


QUALIFICATIONS OF ALFRED A. RING, AS CERTIFIED VETERANS’ ADMINISTRATION 
APPRAISER AND COMPLIANCE INSPECTOR 


1. Professor of real estate, University of Florida, since 1947, teaching property 
valuation, appraising, real estate finance, housing and home ownership. 

2. Instructor in real estate, 194247: 

(a) Graduate School of Business Administration, New York University. 

(b) School of Commerce, New York University. 

3. Research associate, New York University, 1942-47. 

4. Seventeen years in construction and field estimating, Consolidated Edison 
Co., New York, 1925-42. 

5. Appraised properties for Veterans’ Administration: University of Florida; 
Equitable Life Insurance Co.; Lowes Theaters, Inc.; Phifer Estate, numerous 
private clients, 

6. Hold following degrees: 

(a) Bachelor of science (magna cum laude). 

(b) Master of business administration. 

(c) Doctor of philosophy. 

7. Affiliations: 

(a) Member American Institute of Real Estate Appraisers. 

(b) Senior member Society of Residential Appraisers. 

(c) Real Estate Board, Gainesville. 

(ad) Life member Florida Association of Realtors. 

(e) American Economic Association. 

(f) Southern Economic Association. 

(7g) Beta Gamma Sigma (national honorary business fraternity). 

8. Author of the following articles: 

(a) When and How to Buy a Home, Journal of Living, December 1946. 

(0) Pitfalls of Capitalization, Appraisal Journal, April 1948. 

(c) Guide to Home Ownership, Economie Leaflet, University of Florida, 1949. 

(d@) What Makes Value?, The Review, June 1949. 

(e) Assessment Methods for Urban Real -Properties, Appraisal Journal, Octo- 
ber 1949. 

(f) Expanding the Appraisers Clientele, The Review, February 1950, 

(9) Income Forecasting, Appraisal Journal, October 1950. 

(h) Your Home and The War Danger, Journal of Living, February 1951. 
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THURSDAY, MARCH 13, 1952 


House or RepreseENTATIVES, 
SUBCOMMITTEE ON Hovsine OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Miami, Fla. 

The subcommittee met at 10 a. m., Hon. Albert Rains, chairman of 
the subcommittee, presiding. 

Present: Messrs. Rains (presiding), Deane, Addonizio, Gamble, 
Cole, and Widnall. 

Also present: Congressman Lantaff. 

Mr. Rains. The committee will please come to order. 

Ladies and gentlemen, this is a special subcommittee of the House 
Banking and Currency Committee of the House of Representatives, 
set up by special resolution of the Congress to investigate shoddy, de- 
fective construction in housing, the pay ‘ments on which are guaranteed 
by either VA, FHA, or any other Government agency 

The members we have here with us are: On my left, Congress- 
man Deane, of North Carolina. Next to him, Congressman Gamble, 
of New York. On my extreme left, Congressman Widnall, of New 
Jersey. On my right is Mr. Addonizio, of New Jersey. On my ex- 
treme right, Congressman Cole of Kansas. 

In order that you may know a little about the jurisdiction of the 
committee, I make this very brief statement. 

The House of Representatives directed us to make spot checks across 
the country on housing. We already have been in New Jersey, New 
York, and other sections of the country, to ascertain whether or not 
shoddy and defective housing has been constructed under the VA 
and FHA program. That is why we are here. 

Yesterday the committee spent considerable time with on-the-spot 
checks of housing that has been constructed and is being constructed 
in the Miami area. 

The day before yesterday we held quite an extensive hearing in 

Jacksonville. Tomorrow we are going to Key West to look over mil- 
itary housing. After that we expect to hold hearings in Corpus 
Christi, Tex.; Oklahoma City, Okla. ; on the west coast, : and in Chie: ago 
and Detroit. 

Obviously, it is impossible for this committee to check every indi- 
vidual complaint. What we expect to do is to make our report to the 
Congress, as to what we find wrong, if anything—and naturally 
we are finding things wrong with a program as big as that of VA 
and FHA housing—with our recommendations as to how the law 
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should be changed, if it needs to be changed, and with our recom- 
mendations as to administrative procedures that we think ought to 
be put in VA and FHA in an effort to get completely good housing 
in every single instance. 

We have asked that those who have complaints in this area come 
and tell us about those complaints. I don’t want you to get the 
wrong impression, that we ourselves can go out and correct those 
complaints. We can’t. But we can call it to the attention of the 
proper authorities in VA and FHA. 

I would like to express my sincere appreciation to your own Con- 
gressman, Congressman Lantaff, who has been most cooperative and 
helpful to us in this investigation. 

Mr. Cotz. Mr. Chairman, that is concurred in by the Republican 
side. 

Mr. Rarns. Thank you, Mr. Cole. Weare happy to be here in your 
town, Bill, and we are glad to have your help and cooperation. 

You will hear some complaints here today. The committee wouldn’t 
want you to get the wrong impression, those of you who have com- 
plaints and those who do not, that the whole program of VA and FHA 
is bad because of some complaints you will hear. 

The truth of the matter is the committee believes, from its spot 
checks, that when you consider 15 million homes have been financed 
by Government money—and that may be a conservative figure, as a 
matter of fact—you couldn’t expect not to have some bad construction 
in that many homes. But we want to cut defective housing to a 
minimum. 

I want to express my appreciation also to the mayor of this city, 
because through his help and cooperation, we have been able to see 
many of the housing projects, and also to Mr. Yarbrough of the Dade 
County Commission, for making it possible for us to see many of the 
housing projects in and around Miami and in Dade County. 

We wish to express our appreciation also for the very kind and 
hospitable treatment that this committee both Republicans and Demo- 
crats have had here in your famous city. 

The first witness we are going to call is Mr. Vernon §. Parker, man- 
ager of the VA office here in Miami. 

State your name and position for the record. 


STATEMENT OF VERNON S. PARKER, MANAGER, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, MIAMI, FLA. 


Mr. Parker. My name is Vernon S. Parker, manager of the Vet- 
erans’ Administration regional office, Miami, Fla. 

It is an honor and a privilege to appear before you today in an 
effort to tell you something about the operation of our office. 

This office was organized and began operations as a separate regional 
office on June 15, 1946. I was selected to head up the office and to 
choose a staff of experienced and qualified VA employees to head up 
the various activities or programs. The geographical area of our 
operations covers 10 southern counties of Florida. The veteran popu- 
lation of this area has been estimated by our central office (which they 
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stress is not all conclusive), to be a little over 100,000. My own ver- 
sion is that this estimate is quite conservative. 

The growth of the activities, of course, has kept pace with the con- 
stant growth of southern Florida. The number of claims for com- 
pensation and pension has doubled since the office was organized. We 
now have approximately 40,000 claims in file and a little over 16,000 
active cases who are receiving monthly compensation and pension 
checks. 

The loan guaranty division was not organized or set-up in this 
region until August of 1946 due to our recruitment problems at that 
time. There were 930 close loan dockets transferred from the Jack- 
sonville office. The accrued number of approved loans as of February 
25, 1952, is approximately 27,000. 

Mr. Rains. The number of approved loans? 

Mr. Parker. Yes, sir. I give these figures to paint the picture of 
the tremendous activity of this area in the guaranteeing of home loans 
in such a small number of counties in this State. 

The policy of our office has been and still is to look out for the 
interest of the individual veteran first above any other matters. I 
have been told by other managers visiting our office that they were 
amazed by the amount of personalized service given to veterans by 
our office. This is true of all our programs. 

I have in the past taken a good bit of personal interest in our loan 
guaranty program in assisting veterans in exercising their rights in 
the purchase of homes. I have visited many of the projects through- 
out the area, both in the formative and finished state. I feel that for 
the most part veterans have been able to purchase some very good 
homes in keeping with the prices paid. 

I have also accompanied our loan guaranty officer and chief, ap- 
praisal section, in running down any complaints that a veteran or 
group of veterans have filed. Any complaints found that were due 
to the fault of the builder have been satisfactorily adjusted. 

Mr. Cotr. You mean all complaints? 

Mr. Parker. So far as those which came to our attention; yes, sir. 
I believe I can be supported in that statement by the chief appraiser. 

The builders have been cooperative in this respect and have given 
the veteran the benefit of the doubt even after the veterans have lived 
in the homes for some months. 

All veterans purchasing homes in this area have been furnished 
with a pamphlet entitled “For the Home-Buying Veteran—His 
Rights and Wrongs.” The VA has issued a recent pamphlet entitled 
“GI Loans for Veterans” which is now being furnished to all veterans. 
These pamphlets tell the veteran what his responsibilities and obliga- 
tions are when he buys a home. 

Mr. Ratns. When did you give him the pamphlet ? 

Mr. Parker. I understand it is given to him when the certificate 
of eligibility is issued. 

Mr. Deane. Do you have one of those pamphlets with you? 

Mr. Parker. Yes, I have one here. 

Mr. Rarns. You may leave it for the committee. 

Mr. Parxer. Very well. 
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(The pamphlets referred to above are as follows :) 


FOR THE HOME-BUYING VETERAN—HIS RIGHTS AND WRONGS 


A veterans’ guide to Government assistance on homes bought or built under GI 
guaranteed loans, FHA insured loans, VEHP priorities, and a guide to self- 
help and protection in any home purchase transaction. 


(Issued jointly by Veterans’ Administration, Office of the Housing Expediter, 
Housing and Home Finance Agency, and Federal Housing Administration) 


A STATEMENT TO VETERANS Wiro Buy Homes 


Helping veterans to find homes has been one of the major objectives of the 
Government since the end of the war. Legislation has been passed to give them 
preference in renting or purchasing new homes and in renting new apartments, 
to provide them with long-term credit at low interest rates for the purchase 
of homes, and to give them other advantages in the housing market. Veterans’ 
housing has been consistently recognized as a national problem and as a national 
obligation to those whose service to the country denied them an equal oppor- 
tunity to obtain housing when the war was over. 

The agencies of Government that have been responsible for these veterans’ 
housing aids recognize both their legal and their moral responsibilities for ad- 
ministering these programs in the best interests of the veteran. 

Under the laws that have been passed, these agencies have been given certain 
legal authority to aid the veteran in buying a good home at a fair price. 

During 1946 this authority covered maty requirements on most of the new 
housing built. Since that time the Government’s powers for the most part have 
been in the form of conditions attached to the financing aid that the Government 
extends to make private credit available to veteran borrowers on liberal terms. 

As a result of these aids, a substantial number of the purchasers of new and 
existing homes since the war have been veterans. Most of them have obtained 
aeceptable housing on terms they could afford to pay. Some of the veterans, 
particularly those who bought homes in the immediate postwar period, have 
been dissatistied with their home purchase, either as to quality or price, or both. 
Many of these have turned to the Government to seek satisfaction for their 
complaints, although their number has diminished as the problem of shortages 
and attendant difficulties in home building immediately after the war has 
lessened. 

When the agencies of Government has had the legal authority to do so, they 
have intervened in behalf of a justified complaint by a veteran and sought sat- 
isfaction either through their own enforcement efforts or, if necessary, through 
legal action by the Department of Justice. Such legal authority, however, is 
limited to specific matters authorized by law. 

Many veterans’ complaints, however, relate to matters which are beyond the 
authority of Federal agencies and which are questions primarily involving the 
veteran and the seller. In such cases, the Government housing offices and rep- 
resentatives throughout the country consider that it is part of their work to assist 
the veteran in obtaining satisfaction through advice and mediation. In many 
instances agency representatives, though without legal authority to enforce an 
agreement, have been able to secure voluntary adjustments, such as corrections of 
faulty construction, for the veteran. 

It would be a disservice to the veteran, however, to lead him to expect that the 
Government can guarantee all aspects of his home purchase. The Government 
does not, and should not, tell the veteran where to live, what house to buy or not 
to buy, or substitute its judgment for that of the veteran. It does set up certain 
requirements that must be met if the Governmen paricipates in the purchase. 
These requirements cover some things that are important to the veteran, but 
they do not cover many things from the veteran point of view which may be 
important. Here he must seek competent advice and exercise his own freedom 
of judgment and action. It is important, therefore, that the veteran should 
understand both the powers and the limitations of the Government in helping 
him to obtain a satisfactory home. It is important that he fully appreciate 
the large part that his own care and judgment plays in his purchase of a home. 

This booklet is intended to give him an understanding of those powers and 
limitations, and to furnish him some basic guidance in the exercise of this own 
responsibility. It avoids promises that cannot be clearly fulfilled. On the other 
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hand, it offers guidance and assistance beyond the strictly legal requirements. 
While this extra-legal help cannot be concretely defined apart from specific 
cases, it is nonetheless real and in most cases, where the complaint is well- 
founded, can be equally as effective as legal action. It is the purpose of the 
agencies of Government to fulfill both their legal and their moral duties in help- 
ing the veteran in his housing problem. It is their aim to help him to 
get fair and equitable treatment in his purchase of a home. 
Cart R. Gray, IJr., 
Administrator of Veterans’ Affairs. 
Tighe E. Woops, 
Housing Expediter. 
RAYMOND M. FoLey, 
Administrator, Housing and Home Finance Agency. 
FRANKLIN R. RICHARDS, 
Commissioner, Federal Housing Administration. 


WHEN THE GOVERNMENT CAN HELP THE VETERAN HOME BUYER 


A veteran buying or building a home on the private market can look to the 
Federal Government for certain assistance only ‘in one of the following situations : 
1. If he has been denied the preference provided by law to buy or rent a 
new unit: 
2. If he buys or builds a home with a GI-guaranteed home loan. 
3. If he buys or builds a home with an FHA-insured mortgage loan. 
4. If his home was built with priority assistance and authorization under 
the Veterans Emergency Housing Program of 1946. 

If none of these circumstances apply, the Federal Government has no juris- 
diction in the transaction and the veteran should seek adjustment of his com- 
plaint himself or, if necessary, look to the local courts for protection of his rights 
at law. 

The following pages will expain the Government’s role under each of the cir- 
cumstances given above, and the extent to which the veteran can benefit from 
Federal requirements. 


VETERANS’ PREFERENCE ON NEW CONSTRUCTION 


Federal law requires that on all new housing built for sale or rent, the prop- 
erty must be publicly offered to veterans of World War II or their families for a 
period of 30 days. If the housing is offered after this period at a price less than 
originally set, it must again be offered to veterans for a 7-day period. The 7-day 
period also applies to resales at any price. This preference, however, does 
not apply to housing built for occupancy by the owner. The Housing Expediter 
may also waive the requirement where it has been demonstrated that there is 
no veterans’ demand for the housing involved. Veterans denied the preference 
required by law should file a complaint with the nearest office of the Housing 
Expediter. 

: IF YOU USE A GI GUARANTEED LOAN 


What is a GI loan? 
A GI home loan is a loan to a World War II veteran made by a private lend- 
ing institution and guaranteed by the Veterans’ Administration ; 

(a) Under the terms of the GI bill, the Veterans’ Administration can 
guarantee up to 50 percent of the loan amount, but the gauaranteed por- 
tion of the loan cannot exceed $4,000. 

(b) GI home loans may be used by the veteran to finance the construc- 
tion, purchase, improvement, and repair of a home for his own occupancy, 
or to refinance delinquent home debt. 


What are some of the advantages of a GI loan? 


With a GI loan you benefit— 
(a) by a low rate of interest. 
(b) by not having to make as large a down payment as on conventional 
loans, unless you choose to do so. 


1This pamphlet does not cover Federal regulations and controls on rental housing or 
ony reign aaa’ priorities and privileges in acquiring federally owned surplus housing 
and real estate. 
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What are some of the advantages of a GI loan?—Continued 


(c) by being able to prepay part or all of your loan without penalty. 

(d) by not having to pay a premium or service fee for your loan. 

(e) by receiving a gratuity payment from VA equal to 4 percent of the 
guaranteed portion of your loan. 


What protection can the VA provide? 


Several services offered by the Veterans’ Administration help to protect the 
veteran from paying an unreasonable price or from buying an improperly built 
home: 

(a) Under the GI bill the property you buy must meet the test of rea- 
sonable value as determined by an appraiser designated by VA. If the price 
which the seller wants is higher than its reasonable value in today’s mar- 
ket, the property is not eligible for a GI loan. This is an important pro- 
tection to remember. An appraisal for the purpose of determining the rea- 
sonable value of the property you may wish to purchase may be obtained 
through your lending institution. 

(b) To protect you from possible financial distress, it is the responsibility 
of the VA or the lender to see that your present and anticipated income and 
expenses are such that it appears reasonable that you will be able to meet 
your loan payments. 

(c) To encourage sound home construction for veterans, VA procedures 
have provided for a system of inspection during construction, and effective 
December 15, 1948, minimum construction requirements were adopted for 
homes built for sale to veterans. Under these procedures VA issues an agree- 
ment to accept a stated reasonable value upon completion of the home, pro- 
vided the builder observes VA’s minimum property requirements and agrees 
to VA inspection to make sure that original plans and specifications are fol- 
lowed during construction. If the homes are built under the FHA insurance 
plan, the FHA inspections are accepted by VA for GI loan purposes. These 
two inspection systems, though not a guaranty, help protect your interest. 

(ad) If you are having your own home built, you may disregard VA’s mini- 
mum requirements if you choose, but VA inspection service during construe- 
tion will not be provided unless the plans meet the minimums prescribed. 

(e) If.you are applying for a GI loan to buy either an old or a new home 
which has not been subject to either VA or FHA inspection, current VA ap- 
praisa! procedure provides for calling to your attention any material struc- 
tural defects noted by the appraiser. 


What the VA cannot do 

Although VA inspections and appraisals of reasonable value are designed to 
protect your interest if you get a GI loan, remember that the authority of VA 
is limited. You should keep in mind that the VA guarantees your loan but it 
does not guarantee your home. The VA cannot guarantee that you will be satis- 
fied with your home when you move in. 

VA cannot take legal action for you against a builder or lender for improper 
performance of your contract except to void the guaranty of the loan if the lender 
has failed to comply with the GI bill or VA regulations. 


What the veteran should do to protect himself 

The veteran has the responsibility for deciding what house he buys. The 
Veterans’ Administration has authority only to determine whether it meets the 
eligibility requirements for a GI loan. Therefore, the veteran must rely on his 
own judgment and care for most of his protection. 

He can, however, make use of the VA services to help protect himself. If he 
plans to use a GI loan to buy a house, he should insist that any purchase agree- 
ment he makes provides for a refund of any deposit if the loan is not approved. 

The veteran should also be sure of the financial responsibility of his builder. 
He should get competent legal advice in drawing up his sales contract and other 
legal documents, since these—not the loan guaranty—determine most of his legal 
rights. Veterans organizations may be able to furnish useful help and advice. 
The last part of this pamphlet gives a number of basic guides and considerations 
for the veteran to remember when he buys a house. 


What to do if difficulties arise 


If difficulties arise in connection with a GI loan, notify the regional office of the 
Veterans’ Administration which is handling your loan. The VA office will advise 
what it can do to help, or what other sources of aid the veteran should seek. 
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Since the Veterans’ Administration is not a party to the purchase contract, its 
actions are restricted to considerations involved in the approval of the loan for 
guaranty. If the veteran has purchased the house contingent on VA’s approval, 
such actions may help him. 

If the VA finds any indication of fraud or misrepresentation in obtaining VA 
approval of a loan, it may refer the matter to the local United States district 
attorney, and may also take steps to void the guaranty. 

To the extent of its capacity, the VA will investigate any differences between 
the veteran and the seller to determine whether action to adjust the differences 
can be undertaken by VA. 

The veteran should recognize, however, that the decision to buy a particular 
house is his own, and that the contract he signs becomes his responsibility. The 
Veterans’ Administration has no power to protect the veteran from entering into 
an unwise purchase or an ill-considered contract. It is essential, therefore, that 
he should know what he is buying before be contracts to buy it. 


Combination VA-FHA loans 


Under section 505 (a) of the Servicemen’s Readjustment Act, a veteran may 
obtain a secondary loan up to 20 percent (but not in excess of $4,000) of the ap- 
proved purchase price or construction cost under a VA guaranty to cover all or 
part of the difference between an FHA-insured mortgage and the price of the 
house. These secondary loans are guaranteed in full by VA. 

The same provisions outlined for separate VA-guaranteed and FHA-insured 
mortgages apply to the respective loans under a combination. 

If problems develop under a combination type loan, the veteran may seek 
assistance from either the VA or the FHA office. However, if the problem in- 
volves the price paid or to be paid for the property, it will usually be better to 
consult the VA office, which sets the appraisal for GI loan purposes. If it in- 
volves defects in construction, it will be better to consult the FHA office, since 
that office will be in a position to take the matter up with the builder .and attempt 
to have a correction made. Either office, however, will direct the veteran to the 
proper authority for assistance or advice. 


38. IF YOU USE AN FHA INSURED MORTGAGE 


What is an FHA insured mortgage? 


Under the FHA plan, the Federal Housing Administration insures mortgage 
loans made by approved lending institutions. The FHA does not lend money. 
Any approved lending institution or local FHA insuring office can furnish you 
information on FHA insured loans. 


Chief features of the FHA plan 


As a result of FHA insurance protection, lending institutions are enabled to 
make loans up to 80 percent, and in some cases 90 to 95 percent, of the FHA’s 
estimate of the value of the property. The loans may run for 20 to 25 years (for 
30 years on some low-cost construction). The interest rate may not exceed 414 
percent, plus an FHA insurance charge of one-half of 1 percent on declining 
balances. FHA insured loans are available both for new and existing houses. 
This plan makes it possible for a person to buy a home with a small down payment 
and moderate monthly payments. 


FHA and the property 


In determining whether the FHA can insure the proposed mortgage loan, FHA 
gives consideration to the location of the lot and such related matters as suitability 
of the neighborhood, access to schools, and adequacy of utilities. 

FHA considers the general credit standing of the borrower and the proper 
relationship of the monthly payments to his present and anticipated income and 
expenses. 

FHA has also set up certain minimum property standards to determine whether 
the property is acceptable as security for an FHA-insured mortgage loan. 

FHA makes a valuation of the property based on long-term use. If construe- 
tion is completed, an appraiser inspects the property and places a valuation on it, 
including the lot. If the property is proposed construction, plans and specifica- 
tions are analyzed for conformity with FHA minimum property standards, and 
after an FHA appraiser has visited the site, valuation will be placed upon the 
land and the proposed improvements when erected on the site. While the house 
is being constructed, FHA makes three or more inspections. 
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The FHA and the buyer 

The precautions taken by FHA as insurer of the mortgage result in the follow- 
ing benefits to the borrower: 

Value of the property.—FHA’s valuation of the property represents an objec- 
tive estimate of its long-term value. This provides the borrower with a conserya- 
tive guide in determining how much he should agree to pay under his purchase 
contract. 

Ability to pay—The FHA’s examination of the relationship of monthly pay- 
ments to the borrower’s present and anticipated income and expenses helps 
protect him from entering a transaction beyond his means. The FHA does not 
insure a mortgage unless there appears reasonable likelihood that the borrower 
can maintain the payments. 

Property and construction standards.—Through the FHA’s minimum property 
standards and its inspections, the borrower benefits from an objective check 
and review of the property as to its basic construction and conformity to essential 
property standards. This is not, however, a guaranty of the house. It does 
not cover the many items and considerations involved in a purchase contract, 
and therefore is no substitute for detailed supervision or enforcement of the 
contract and specifications. It provides the borrower, however, reasonable 
insurance that the property has met at least the minimum FHA requirements. 


What to do if difficulties arise 

If difficulties arise, such as construction defects resulting from failure to 
construct in accordance with plans and specifications, the borrower should first 
seek to adjust such complaints with the builder or seller. 

If this is unsuccessful, he can take his complaint to the local FHA office which 
processed the loan. If the complaint seems justified the FHA will review the 
matter to determine whether any authority exists for governmental action. If 
no legal obligation to the Government is involved, the FHA office will take the 
matter up with the builder or seller and seek to work out an adjustment for the 
veteran under the terms of his purchase contract. In most cases thus far, this 
has produced satisfactory results. 

If the FHA is unable either through legal powers or mediation efforts to adjust 
the matter, the veteran will be advised to seek enforcement of his legal rights 
under his contract. 

FHA-insured loans for veterans’ cooperatives 

In August 1948 the Congress completed action authorizing FHA insurance of 
private loans to finance moderate cost nonprofit cooperative housing develop- 
ments, including special provision for cooperatives consisting primarily of World 
War II veterans. The provisions for veterans’ cooperatives authorize FHA mort- 
gage insurance up to 95 percent of the FHA’s estimate of replacement cost as of 
December 31, 1947, at 4 percent interest. The loans may run up to 40 years. 
Veterans’ groups interested in such loans should consult with FHA local offices 
or approved lending institutions. 


4. IF YOU BOUGHT A PRIORITY-BUILT HOUSE 


What is priority-built housing? 

In general, all houses started in 1846 after January 15, 1946, fall within the 
category of priority-built houses. Also included are houses started or completed 
in 1947 which were built under priority authorization or assistance. 

How to determine whether a home was priority-built 
If you do not know whether your home was built with priority aid, the Office 


of the Housing Expediter will make the determination for you upon the filing 
of your complaint with that office. 
What protection is given under priority regulations? 

(a) Builders of priority-built housing were required to furnish specifications 
which they agreed to follow in constructing your home. After June 10, 1946, 
these specifications had to meet the minimum construction requirements of the 
FHA as the basis for approval of mortgage loan insurance. 

(>) The builders agreed to sell the house at no more than the price established 
by the FHA, the agency which issued the priorities. 

(c) The builders agreed to give veterans of World War Ii preference in the 
purchase of the home. During the period of construction and for 30 days after 
completion of the dwelling the builder agreed to offer it for sale to veterans only. 
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How are complaints filed? 

A veteran wishing to file a complaint should obtain a form D-900 from an OHE 
Area Rent Office. (If in doubt as to location, contact OHE regional office as 
listed on last page.) This “Complainant’s Statement” is a simple, one-page form 
on which the veteran is asked to give the location of the property involved, the 
name and address of the builder, the issuance date of the priority authorization 
(if available) and to whom it was issued, and information on the nature of 
the complaint. Within 72 hours of its receipt, the complaint will be given an 
initial screening to determine whether a violation of the housing regulations is 
involved. 

What action will be taken if no violation is found? 

If no violation is disclosed by the initial screening, the veteran will be advised 
accordingly. However, if there is an apparent violation which Goes not come 
within the scope of the Office of the Housing Expediter, an effort will be made 
to refer the complaint to the proper agency or office, and the veteran will be 
advised of the action. 


What action will be taken if a violation is found? 

If the initial screening indicates a violation, or if the information supplied on 
the form is insufficient to indicate whether a violation has occurred, the case will 
be docketed and an investigation ordered. 

If investigation should disclose no violation—— 

If the investigation discloses that no violation has occurred, the case will be 

closed and the veteran will be notified. 


If violation is disclosed by investigation 

If a violation is disclosed, the Agency will attempt a settlement with the builder 
(or the seller) to make restitution to the veteran for the amount of the over- 
charge or the deficiencies in construction. If the veterans’ preference regulation 
was violated, a settlement on that score will be sought. If the builder (or seller) 
refuses to settle, the case will be referred to the United States District Attorney 
for appropriate action. 


PROTECTING YOURSELF WHEN You Buy a Home 


For the average person, the purchase of a home is the largest and most im- 
portant personal investment that he makes. A serious mistake or miscalculation 
in such a purchase can affect his financial security and standard of living for 
years to come. The time and trouble it takes to make sure that the home that 
you are buying is the one you need, want, and can afford is well worth the 
effort. 

You will probably not find a home that meets all your requirements 100 percent. 
You will doubtless have to compromise preferences with necessities. But a care- 
ful consideration of any property will disclose whether it has serious shorteom- 
ings and how its merits and demerits compare to other properties or plans that 
are available. The home that pleased you most at first glance may prove to be 
less desirable than another that impressed you less. 

A review of the principal things to consider in buying a home is given here. It 
does not cover all the details. The average person will need expert advice on 
some things. Appraisals and inspections made under Gl-guaranteed or FHA 
insured loans help the veteran, but do not substitute for his own precautions, 
Reputable specialists in the building, real estate, architectural, lending, and 
appraisal fields in the community are sources of service and advice. Your vet- 
erans’ organization usually is helpful in obtaining such guidance from reliable 
sources. 

The home-buying veteran should give thorough attention to these four basic 
aspects of the purchase of a home: The location, the property itself, the financing, 
and the purchase contract. Checklists are provided in this pamphlet as a guide 
and reminder of important points to consider. The veteran will think of others 
to be added. Some publications are also listed as sources for more information. 
Other information can be obtained from the library and from magazines and 
books on housing. 


94701—52—pt. 3——-6 
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Your home and you 

You should first review carefully the living needs of your family. Only you 
can appraise a property as to its suitability to meet your particular family re- 
quirements and desires. To do this, you must keep in mind such things as: 

Is the house suited to your family size, their needs, and habits? Can it be 
economically enlarged if more room is needed later? 

Does the wall and floor space lend itself to the furniture you have or that 
you intend to get? 

What about such matters as space for the children to play and study, for 
sewing and laundry, for guests, for any special possessions such as a piano, 
bicycles, etc.? 

When you have considered your own needs and requirements, you are ready 
then to consider the four practical aspects of the purchase mentioned above. 


The location 

Is the house conveniently located as to schools, shopping and community 
facilities, transportation, place of work? Is the neighborhood well maintained 
and are the other houses of equal quality to the one you wish to buy? Is the 
area protected by zoning against undesirable changes in its residential charac- 
ter? Is the house protected from the noise and dirt of heavily trafficked thorough- 
fares? These and other similar items determine the value of the house both as a 
desirable place to live and as to its continued value in the future. 


The property 

Is the house well-built and maintained? If repairs or alterations are needed, 
find out beforehand the approximate cost. Estimate what the upkeep costs will 
be for painting, repairing, and replacements—these are part of your housing bill 
for the future. Is the plumbing, heating, and other equipment in good con- 
dition and adequate for the house? Is the lot sufficient for your family needs? 
Is it well-drained and acceptably landscaped? Are utilities and streets in— 
if not, what are probable later costs of putting them in? 


The financing 

Is the price in line with that of comparable houses in the same neighborhood 
or similar ones? More important, is it in line with your income—can you 
reasonably expect to maintain your payments in the years tocome? General rules 
of thumb sometimes used in the mortgage field have been that the price of a house 
should not exceed two or two and a half times your annual income, and that 
payments for principal, interest, taxes, and insurance should approximate not 
more than one-fourth of your monthly income. It is better, however, to estimate 
your income and expenditures over the mortgage period to determine how much 
you can safely apply to housing. This will vary with individual cases. In figur- 
ing the full cost of the house to you, remember to include the cost of repairs, 
maintenance, and replacements, utilities, and fuel. You'll be your own landlord 
now and you'll get all the bills. Find out exactly when your monthly payments 
begin, when you can oceupy the house, and what closing, title, or other fees, 
and advances on taxes, insurance, etc., you must pay in cash in addition to any 
down payment. 


The contract 


The purchase contract should clearly and fully describe the property being 
purchased. This should include not only the house, but also the site, the land- 
scaping, and the equipment, such as refrigerator, stove, ete., to be covered. Be 
sure that the title is clear before purchasing—a reputable title company will 
make this search for a fee—and that you are not liable for any liens, unpaid 
assessments or taxes, or other debts against the property. FHA’s Technical 
sulletin No. 3 will give you basie guidance in contract documents for new small 
home construction. Be sure to read your contract thoroughly. See that it covers 
any oral agreements you have had. Don't rely on what you read in an advertise- 
ment or what “the man” told you. If it isn’t in the contract, it may not mean 
anything. 

The checklist that follows is to remind you of the principal items that generally 
should be considered in buying a home. It does not eliminate the need for reli- 
able, sound advice, nor does it provide for special considerations arising from 
cost, climate, or personal desires and preferences such as style of architecture 
or inclusion of fireplace, recreation room, ete. 
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VETERANS CHECKLIST FOR USE IN BUYING oR BUILDING A HOME 


This checklist is offered to aid you in selecting your home. ‘The list does not 
cover everything but does include the principal items which you should consider. 


Characteristics of property (proposed or existing construction) 


NEIGHBORHOOD 


Consider each of the following to determine whether the location of the prop- 


erty will satisfy your personal needs and preferences : 


Convenience of public transportation 

Stores conveniently located 

Elementary school conveniently located 

Absence of excessive traffic noise 

Absence of smoke and unpleasant odors 

Play area available for children 

Fire and police protection provided 

Residential usage safeguarded by adequate zoning 


Lor 


[ 
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Remarks 


Consider each of the following to determine whether the lot is sufficiently large 


and properly improved : 


Size of front yard satisfactory 

Size of rear and side yards satisfactory 

Walks provide access to front and service entrances 
Drive provides easy access to garage 

Lot appears to drain satisfactorily 

Lawn and planting satisfactory 


EXTERIOR DETAIL 


OO0000 


Observe the exterior detail of neighboring houses and determine whether the 
house being considered is as good or better in respect to each of the following 


features: 


Porches 
Terraces 
yarage 
Gutters 
Storm sash 
Weather stripping 
Screens 
INTERIOR DETAIL 
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Consider each of the following to determine whether the house will afford living 
accommodations which are sufficient to the needs and comfort of your family: 


Rooms will accommodate desired furniture 

Dining space sufficiently large 

At least one closet in each bedroom 

At least one coat closet and one linen closet 

Convenient access to bathroom 

Sufficient and convenient storage space (screens, trunks, boxes, off- 
season clothes, luggage, baby carriage, bicycle, wheel toys, etc.) 

Kitchen well arranged and equipped 

Laundry space ample and well located 

Windows provide sufficient light and air 

Sufficient number of electrical outlets 
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Condition of existing construction 
EXTERIOR CONSTRUCTION 


The following appear to be in acceptable condition : 
__ Correction 


Wood porch floors and steps 
Windows, doors, and screens 
Gutters and wood cornice 
Wood siding 

Mortar joints 

Roofing 

Chimneys 

Paint on exterior woodwork 


INTERIOR CONSTRUCTION 


Plaster if free of excessive cracks 

Plaster if free of stains caused by leaking roof or sidewalls 

Door locks in operating condition 

Windows move freely 

Fireplace works properly 

Basement shows no sign of dampness 

Mechanical equipment and electrical wiring and switches in oper- 
ating condition 

Type of heating equipment suitable 

Adequate insulation in walls, floor, ceiling or roof 


| oe 
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The following appear to be in acceptable condition : 


Wood floor finish 
Linoleum floors 

Sink top 

Kitchen range 

Bathroom fixtures 
Painting and papering 
Exposed joists and beams 
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A FINANCING CHECKLIST 


Relate these figures to your assets now and what you estimate you can pay for 
housing in the vears to come: 


RPI eee es 

Estimated value__--- weer : 

rene NE 3 oo Seo ce 

Interest rate_- 

Number of vears 

Prepayment privilege 

Down payment_____--_ ; 

Closing charges: Add these up 
Title search and clearance : total initial 
Various legal fees__ cost. 
Other charges___ 

Die) Ceres ont oS 

Size of monthly payment on mortgage ce led ate 

Monthly payments on taxes and assessments___---_.--__----___- 

Monthly payments on insurance______- 

Total monthly payment ‘ 

Upkeep and repairs_____-__ : Add these up 

Probable fuel cost Pad, pdr A 

Probable utility cost 

I le a a ar A a ee Ahn So as cane pe eee pee eae ee cee ) 

Total monthly cost 


SELECTED REFERENCES TO GUIDE THE HOME BUYER 
1. Guaranteed Loans for Veterans. Questions and Answers. Veterans’ Ad- 


ministration, Washington 25, D. C., April 1946. Includes answers to principal 
questions relating to the guaranty of home loans to veterans. 
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2. FHA Home loan Insurance. Federal Housing Administration, Washing- 
ton 25, D. C. A brief statement of the terms and conditions of mortgage insur- 
ance under the Federal Housing Administration. 

3. Contract Documents for Small Home Construction. Technical Bulletin 
No, 3, FHA Form No. 2046, Federal Housing Administration, U. 8S. Government 
Printing Office, Washington 25, D. C. (Revised) March 15, 1941. 17 pp. Price 
cc. A general guide to the preparation of sound contract documents necessary 
in the construction of a home. 

4. Principles of Planning Small Houses. Technical Bulletin No. 4, Federal 
Housing Administration, U. S. Government Printing Office, Washington 25, 1D. C. 
(Revised) 1948. 44 pp. Price 15c. An illustrated booklet of home-planning 
principles and their application. Planning the small house for livability and 
low cost. 

5. How to judge a House. Report of the Subcommittee of the National Com- 
mittee on Wood Utilization, U. S. Department of Commerce, U. S. Govern- 
ment Printing Office, Washington 25, D. C., 1931. 85 pp. Price 10¢. An ex- 
planation of the essential features of construction and the selection of building 
materials prepared for the information of the home purchaser. Also contains 
an extensive checklist of construction details, 

6. Planning the Expansible House. Housing and Home Finance Agency, 
U. S. Government Printing Office, Washington 25, D. C., 1947. 30 pp. Price 
20c. A guide to the planning of small houses that will provide all essential liv- 
ing facilities for a small family now, and that can be logically expanded as 
family needs grow. 

7. Mutual Housing—A Veterans’ Guide. Office of the Housing Expediter, U. S. 
Government Printing Office, Washington 25, D. C., 1946. 55 pp. Price 15¢e. Or- 
ganizing, financing, constructing, and operating several selected types of coopera- 
tive housing associations, with special reference to Federal aids. 

8. Organization and Management of Cooperative and Mutual Housing Associa- 
tions, Bulletin No. 858 (revision of Bulletin No. 608), Bureau of Labor Sta- 
tistics, U. S. Department of Labor, U. S. Government Printing Office, Wash- 
ington 25, D. C., 1946. 65 pp. Price 20c. Proper methods for the organiza- 
tion and management of cooperative and mutual housing associations. 

9. Small Homes Council Circular Series. Mumford House, University of 
Illinois, Urbana, Illinois. Circulars at 10e¢ each on all major aspects of home 
design, construction, landscaping, and decoration. The following is a selected 
list of circujars of general interest: 

Financing a home. Index No. A1.3 

Business Dealings With the Architect and the Contractor. Index No. A2.0 
Selecting a Livable Neighborhood. Index No. B1.1 
A Guide to Selecting the Home Site. Index No. B2.2 
Fundamentals of Land Design. B3.0 

Designing the Home. Index No. €2.1 

Solar Orientation. Index No. C3.2 

Planning the Kitchen. Index No. C5.3 

A Basic Farmhouse Plan. Index No. C7.2 
Insulation. Index No. F6.0 

Moisture Condensation. Index No. F6.2 

Heating the Home. Index No. G3.1 

Fuel and Burners. Index No. G3.5 

Pianning for Electricity. Index No. G4.0 

Septic Tank Systems. Index No. G5.5 

Interior Decoration. Index No. H1.0 


REFERENCE LISTS OF INTEREST TO HOME BUYERS 


Publications of Interest to Suburbanites and Home Builders. Price List 72, 
26th edition, revised April 1947, Superintendent of Documents, Washington 25, 
D.C. A catalog of Federal Government publications on home planning, tech- 
nical matters, program activities, and other subjects of interest to home owners. 

Reading List on Housing. Housing and Home Finance Agency, Washington 
25, D. C., 1948. A list of selected references from public and private sources on 
housing and related subjects. 


WHERE TO GET FURTHER INFORMATION 


If you have a GlI-guaranteed or an FHA-insured home loan, the lending 
institution that handled your loan can furnish you the address of the Veterans’ 
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Administration office or the Federal Housing Administration insuring office for 
your area. Or you can obtain the address by writing the Veterans Administra- 
tion or the Federal Housing Administration national offices in Washington, 
D. C. 

If your question or problem concerns a priority-built house or a question of 
veterans’ preference in the purchase or rental of a new unit, get in touch with the 
Office of the Housing Expediter rent office for your area. If in doubt as to the 
area office to which you should apply, contact the Deputy Regional Housing 
Expediter for Veterans’ Affairs for your area, as given in the following list: 

Name and address States covered 

John A. Brownell, 55 Tremont Street, | Region I : Connecticut, Maine, Massachu- 
Boston 8, Mass. setts, Vermont, Rhode Island, and New 

Hampshire. 

John Peckham, 350 Fifth Avenue, Em-| Region II: Delaware, New Jersey, New 
pire State Building, third floor, York, and Pennsylvania (Maryland is 
New York 1, N. Y. serviced through Washington Field 

Office). 

E. J. Auclair, Room 202, Ninth Ches- | Region III: Indiana, Kentucky, Michigan, 
ter Buidling, Cleveland 14, Ohio. Ohio, and West Virginia. 

Marion R. Brumbach, 449 West Peach- | Region 1V: Alabama, Florida, Georgia, 
tree Street NE., Atlanta, Ga. Mississippi, South Carolina, North Car- 

olina, and ‘Tennessee. (Virginia is 

serviced through Washington Field 

Office. ) 

Perry N. Moore, 1114 Commerce|]Region V: Arkansas, Kansas, Texas, 
Street, Room 625, Dallas 2, Tex. Louisiana, Missouri, Oklahoma, Colo- 

rado, and New Mexico. ) 

Dudley J. Bidstrup, 226 West Jackson |Region VI: Iowa, Illinois, Minnesota, 

soulevard, Room 1215, Chicago 6, North Dakota, South Dakota, Nebraska, 

Ill. and Wisconsin. 

James J. Rudden, Room 507, Pacific |Region VIII: Idaho, Utah, Montana, 
Building, 821 Market Street, San Wyoming, Arizona, California, Nevada, 
Francisco, Calif. Oregon, and Washington. 





GI LOANS FOR VETERANS—QUESTIONS AND ANSWERS 
(Veterans’ Administration, Washington 25, D. C., November 1951) 
FOREW ORD 


The questions answered in this pamphlet are those most commonly asked by 
veterans in connection with the guaranty or insurance of loans under the Service- 
men’s Readjustment Act of 1944, as amended. Under the law the Veterans’ 
Administration is authorized to guarantee or insure home, farm, and business 
loans made to World War II veterans, by lending institutions. Loans guaranteed 
by the Veterans’ Administration are commonly referred to as “GI loans.” 

This pamphlet is not a legal document and should not be interpreted as one. 
Nothing herein should be taken as changing the Act or Regulations. It does not 
attempt to go into detail or into unusual problems. Inquiry as to these should be 
made directly to the Loan Guaranty Officer at the nearest regional office of the 
Veterans’ Administration or to your lender who will take them up with the 
Veterans’ Administration, if necessary. 

The right to obtain a GI Joan is to continue until July 1957 for most World 
War II veterans. However, a veteran who enlisted or reenlisted in the Regular 
Military or Naval Establishment during the period October 6, 1945, to October 
5, 1946, inclusive, has until 10 years from the date his enlistment ends to obtain 
a GI loan. 

The GI loan benefit is a valuable asset and no veteran should use his entitle- 
ment until he is sure that he has a good buy and that he has the financial ability 
to keep up the payments on the loan. Remember that a GI loan is not a gift. 
The loan must be repaid by the veteran. If he does not do so and the VA has 
to pay the lender, the veteran will then owe the Government the amount the 
VA has had to pay out for him. The veteran should be sure the loan will be a 
benefit and not a burden to him. 

Another important point should be remembered. The appraisal report by an 
appraiser approved by the Veterans’ Administration can indicate only a price 
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which is reasonable for the veteran to pay for the property at the time the 
appraisal is made. An appraisal cannot indicate whether the veteran’s purchase 
is wise or unwise, or what the resale value may be at some future time, or 
whether, in the case of a farm or business loan, the veteran can repay the loan 
from the earnings of the farm or business. In this connection, advice as to the 
possibilities for conducting successful farming operations can be secured from 
the County Agricultural Extension Agent in the county where the farm is located 
and the local Chamber of Commerce and Better Business Bureau should be 
consulted for advice concerning business ventures. 


SIX STEPS IN ARRANGING A VETERAN’S LOAN 


Find the Property. 
. Gotoa Bank or Other Lending Agency. 
. Present Your Plan and Original Discharge. 
. Property Is Appraised by Approved Appraiser. 
. Certificate of Reasonable Value Goes to Lender. 
If Application Is Approved You Get the Loan. 


QUESTIONS AND ANSWERS ON GUARANTEED AND INSURED LOANS FOR VETERANS 


What is meant by guaranty or insurance of a loan under the Servicemen’s 
Readjustment Act (GI Bill)? 

A lending institution (such as a bank, savings and loan association, insurance 
company, or mortgage company) makes the loan to the veteran. ‘The Veterans’ 
Administration enters into an agreement with the lender to guarantee or insure 
a loan up to a certain amount, so the lender will probably not suffer any loss 
in the event the veteran fails to repay the loan. 

2, For what purpose may a veteran get a GI loan? 

To buy a home, 

To build a home, 

To repair, alter, or improve a home, 

To buy a farm, livestock, equipinent, supplies, or for working capital. 

To construct a farmhouse or other buildings on a farm. 

To repair, alter, or improve farmhouse or outbuildings. 

To improve farm land or equipment. 

To conduct farming operations. 

To purchase stock in a cooperative association where the purchase of such 
stock is required by Federal law in connection with obtaining a farm loan. 

To buy a business. 

To buy a building or land for business purposes. 

To buy business supplies and inventory. 

To buy machinery, tools, and equipment for operating a business 

To construct, repair, or improve a business building or personal property. 

To obtain working capital for a business. (Business includes a profession.) 


8. Can a veteran get a GI loan to pay off a debt in good standing? 
Generally no, except in certain cases where the existing debt represents 
temporary financing. (Consult your lender.) 


4. Can a veteran get a guaranteed or insured loan to pay off a debt that is 
past due? 

Yes; under certain conditions, However, loans for the purpose of paying 
household expenses such as doctor bills, grocery bills, furniture bills, rent, ete., 
are not eligible for guaranty or insurance by the Veterans’ Administration. (For 
full information, consult your lender.) 


5. Is a loan guaranteed or insured under the Act a gift? 

No. It must be repaid. If the United States Government pays the guaranteed 
part of the loan to the lender, the veteran is obligated to the Government for 
that part of the loan it has paid to the lender. 


6. What are the benefits to the veteran of a GI loan? 

The security a veteran can offer a lender is strengthened by the fact that the 
credit of the United States Government stands behind the loan. Because of the 
protection of the VA guaranty the veteran does not have to make as large a down 
payment as is usually required. A further benefit to the veteran is that the 
interest rate on a loan guaranteed by the Veterans’ Administration may not 
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exceed 4 percent per annum. In addition, the Veterans’ Administration pays to 
the lender for credit on the loan an amount equal to 4 percent of the amount of 
entitlement used (up to a maximum of $160). This 4 percent payment is a gift 
and need not be repaid by the veteran. 


7. Does it make any difference to the veteran whether the lender uses the 
guaranty or insurance plan under the GI bill? 

Yes. Less of the veteran’s entitlement is used if his loan is insured (15 per- 
cent) and the balance is still available for his use in some future transaction, 
whereas if his loan is guaranteed, in most cases, all of his entitlement is used. 
Many lenders cannot use the insurance plan, but it is to the veteran’s interest 
if this plan is followed. (Your local VA regional office, Loan Guaranty Division, 
may be able to give you the names of lenders who will make loans on the 
insurance plan.) 

8. Are there any charges made for obtaining a GI loan? 

The VA makes no charge for guaranteeing or insuring a loan. No commission 
or brokerage fees may be charged to a veteran for securing a GI loan. However, 
the lender may charge reasonable closing costs usually paid by a borrower. These 
items in the case of a home loan are limited to VA appraisal, survey, title evi- 
dence, and recording fees. In home loans, the lender, as provided in schedules 
issued by VA, may also make a reasonable flat charge to cover the costs of 
originating the loan. 

9. Who may have a loan guaranteed or insured under the Act? 

A veteran who served at any time between September 16, 1940, and July 25, 
1947, and was discharged under conditions other than dishonorable after at least 
90 days active service (or for service-incurred disability in less than 90 days) 
may qualify for a GI loan. Unremarried widows of men who served during that 
period and who died as the result of service may also qualify. Loan guaranty 
rights also are available to certain United States citizens who served in the 
armed forces of a government allied with the United States in World War IT. 
10. Are veterans of World War I eligible for GI loans? 

No. 

11. May children of deceased veterans obtain a guaranteed or insured loan? 

No. 

12. May several veterans use their entitlement to acquire property together? 

Yes. (Consult your lender.) 


13. If both a husband and wife are eligible veterans, may they acquire property 
jointly and so increase the amount which may be guaranteed? 

Yes. However, the guaranty may not exceed 50 percent of the loan, except as 
shown in the answer to question 20 with respect to residential property. 

14. May a veteran join with a nonveteran in obtaining a GI loan? 

Yes; but the amount of the loan on which the guaranty or insurance is based 
is in proportion to the veteran’s interest in the loan. The guaranty or insurance 
cannot extend to any portion of the loan which may constitute all or part of the 
nonveteran’s contribution to the enterprise. 

15. Willa veteran be able to get a GI loan indefinitely? 

No. Application must be made within 10 years from July 25, 1947, the end of 
World War II for the purposes of the Act, except that individuals who enlisted 
in the Regular Military or Naval Establishment during the period from October 6, 
1945, to October 5, 1946, inclusive, have 10 years from the end of their enlistments. 
16. What is the largest amount a veteran can borrow and have the loan 

guaranteed or insured? 

The size of the loan depends on the amount of money the lender is willing to 
lend. The limitation is upon the amount of guaranty or insurance credit that 
can be issued upon the loan. 

17. What is meant by a real-estate loan? 

Any loan to purchase real estate improved or to be improved, to pay the cost 
involved in the construction of a building, or to purchase unimproved land to be 
used for business or farming operations. 
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18. For what term of years can a GI home or business real-estate loan be made? 
Up to 30 years under the law. However, under credit controls currently in 
effect, a 30-year loan to buy or build a home is permitted only in special cases. 
(Consult your lender.) 
19. For what term of years can a GI farm real-estate loan be made? 
Up to 40 years. (Consult your lender.) 


20. How much of a real-estate loan can be guaranteed? 

Sixty percent of a loan for the purchase or construction of a home may be 
guaranteed, up to a maximum of $7,500, provided the veteran has not previously 
used any of his guaranty entitlement. However, if before April 20, 1950, a vet- 
eran obtained a guaranteed loan to buy or build a home, or if at any time he has 
used his entitlement for purposes other than obtaining a home, the veteran has 
additional entitlement remaining for a loan to buy or build a home in the amount 
of the difference between the total guaranty previously used and $7,500. Real- 
estate loans for farm or business purposes may be guaranteed 50 percent up to 
$4,000. 

21. What is meant by a non-real-estate loan? 

Any loan for purchasing property other than real estate, such as machinery, 
tools, and equipment, and for working capital required in the operation of a 
farm or a business. 

22. For what term of years can a GI non-real-estate loan be made? 

Up to 10 years. (Consult your lender.) 


23. How much of a non-real-estate loan can be guaranteed? 

The guaranteed portion of a non-real-estate loan may be 50 percent of the 
amount of the loan with a maximum of $2,000, for each veteran participating in 
the loan. 

24. What is meant by a combination loan? 

Any loan used to purchase both real estate and nonreal estate. 

25. Can a veteran obtain in one State a loan for the purchase of property in 
another State? 

Yes. However, generally lenders confine their lending operations to certain 
areas. 

26. Cana veteran obtain a GI loan for the purchase of property or to engage in a 
business or in farming in a foreign country? 

No. Real property and the principal place of any business or farming enter- 
prise must be located in the United States, its territories, or possessions. 

27. Is a veteran entitled to a GI loan while receiving other benefits of the Act, 
such as educational or readjustment aliowance benefits? 

Yes; provided he can qualify for the loan. 

28. If a veteran is homesteading, may he secure a guaranteed or insured loan? 

Yes ; under certain conditions. (Consult your lender. ) 

29. Cana veteran obtain a GI loan to buy or establish a farm or business that he 
intends to operate on a part-time basis? 

Yes. 

30. Must a veteran live on the farm he buys with a guaranteed or insured loan? 

No; but the veteran must at least supervise the farming operations. 

31, Can a veteran get a GI loan to buy or construct a residential property con- 
taining more than one family unit? 


Yes, but the total number of separate units cannot be more than four if one 
veteran is buying. If more than one veteran is buying, then one additional 
family unit may be added to the basic four for each veteran participating; thus 
one veteran could buy four units, two veterans six units, three veterans seven 
units, ete. 
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32. Can a loan to buy an automobile for pleasure purposes only be guaranteed or 
insured? 
No. If, however, an automobile is found to be essential to the veteran’s business 
or farming operations, the loan may be guaranteed or insured. 


33. Can a loan be guaranteed for the purchase of a cooperatively owned apart- 
or business? 
Yes, under certain circumstances (see your lender who will consult a regional 
office of the Veterans’ Administration, if necessary ). 


34. Does the Veterans’ Administration make guaranteed or insured loans under 
the Act? 

No. The Veterans’ Administration is not permitted to make guaranteed or 
insured loans. It only guarantees the repayment of at least a part of a loan 
made by a lender to a veteran. However, the Administrator of Veterans’ Affairs 
is authorized to make direct loans for a limited time and under certain fund 
limitations to veterans in certain designated areas of the country where private 
capital is not available for GI loans, provided (1) that the veteran has not pre- 
viously used any of his entitlement, (2) that the loan does not exceed $10,000, 
(3) that each direct loan is made for the purpose of financing the construction 
or purchase of a dwelling to be owned and occupied by the veteran as a home, or 
to finance the construction or improvement of a farmhouse. 


35. Where may money be borrowed under the Act? 

Money may be borrowed where people normally go to obtain loans—banks, 
building and loan associations, insurance companies, public and private lending 
agencies, or individuals who are in a position to properly look after the loan. 


386. How may a veteran find a lender? 

By inquiring in the community in which he lives as to the lenders in his area 
who make the type of loan he wishes to obtain. Information as to who makes 
farm loans may be obtained usually from the County Agricultural Extension 
Agent and information concerning business and home loans may be obtained 
from the local chamber of commerce, or by inquiring at banks, savings and loan 
associations, mortage and insurance companies, and other publie and private 
lending agencies. 

87. Can Federal agencies make loans to be guaranteed by VA? 

Yes, some do. For example, the Reconstruction Finance Corporation makes 
guaranteed business loans under certain circumstances. 

388. Where may a veteran get the forms required to apply for a GI loan? 

Lenders generally have the forms and other necessary papers and will fill 
them out for veterans. Any lender who does not have the forms may obtain them 
from the nearest regional office of the Veterans’ Administration. 

39. If a lender turns down a veteran's application for a loan, what should the 
veteran do? 

He should see another lender. The fact that one lender is not interested in 
making the particular type of loan the veteran wants does not preclude the 
possibility that another may be. 

40. What papers should a veteran take to the lender when he goes to apply for 
a loan? 

Original discharge papers or certificate of eligibility. A certificate of eligi- 
bility may be obtained at any regional office of the Veterans’ Administration. 
41. What must a veteran do if he has lost his original discharge papers? 

He must apply for a certificate in lieu of the discharge papers from the branch 
of the service from which he was discharged. 


42. Will a certified true copy or a photostatic copy serve in the place of the orig- 
inal discharge paper? 

Generally not. However, when a veteran has lost his original discharge paper 
or if it is temporarily unavailable, the Loan Guaranty Officer in the regional 
office of the Veterans’ Administration will accept any authenticated substitute 
evidence of service and discharge or release furnished by the proper military or 
naval service. 
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43. What interest rate may be charged? 

The interest rate on a GI real-estate loan cannot exceed 4 percent per annum. 
The interest rate on a non-real-estate loan which is to be insured, instead of 
guaranteed, may be as much as 5.70 percent per annum. 


44. Why is it necessary to have the property appraised? 

The law requires that the purchase price of the property or the cost of con- 
struction, alteration, improvement, and repairs, must not be more than the 
reasonable value as determined by proper appraisal made by an appraiser desig- 
nated by the Veterans’ Administration. 


45. Is any down payment required to be made by a veteran for a GI home loan? 

Yes. The Servicemen’s Readjustment Act itself does not require minimum 
down payments. However, under the inflation controls veterans must make 
down payments as required by the credit control regulations. Generally, home 
loans will be eligible for guaranty or insurance only if the veteran makes a mini- 
mum down payment in cash or its equivalent (e. g., equity in land). The follow- 
ing table is illustrative of the minimum down payment requirements applicable 
to GI home loans at thousand-dollar intervals: 



































Down payment ' Down payment ‘ 
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The veteran must certify that he has not borrowed any money to make the 
required down payment, except that he can borrow on a life insurance policy 
for this purpose. (For further information consult your lender.) 


46. Are there any exempt cases where the veteran is not required by regulations 

to make the minimum down payments shown in question 45? 

Yes, in certain cases. For example: 

(a) Where a written contract was made prior to October 12, 1950, between 
a builder or seller and the veteran to buy or build a home. 

(0) Loans made in any Territory or possession of the United States. 

(c) Loans for the replacement, reconstruction, or repair of residential 
property destroyed or substantially damaged by flood, fire, or other similar 
casualty. 

(d@) Loans made where the veteran has been deprived of his property 
through seizure or condemnation by Government authority. 

_ (e) Loans made in certain communities which have been designated as 
defense areas. 
(For further information consult your lender.) 
47. Is a down payment required in connection with a GI loan for the construe- 
tion, repair, alteration, or improvement of a farmhouse? 
Yes. See table of minimum down payments in the answer to question 45. 


48. Is a down payment required for a GI loan to purchase a farm which includes 
a farmhouse in which the veteran will reside? 


No. 


49. Is a down payment required for GI business loans? 
No. 
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50. May a lender require from the veteran security in addition to the property 
being purchased? 
Yes. This is a matter between the veteran and the lender. While the Vet- 
erans’ Administration does not require that additional security be taken, it does 
not object if the veteran is willing. 


51. May a veteran pay off a GI loan before it becomes due? 
Yes. A GI loan may be partially or fully paid at any time without penalty. 
(Consult your lender.) 


52. What happens if the loan payments are not made? 

Failure of the veteran to make his loan payments may lead to foreclosure and 
loss of his home. In addition, if the Government is required to pay a claim as 
a result of the veteran’s failure to repay his loan the veteran will become in- 
debted to the Government for the amount of any such claim. 


53. May the maturity on a GI loan be extended to reduce the monthly payments? 

Yes, provided the veteran and the lender want to extend it and the extension 
provides for complete repayment of the loan within the maximum period per- 
mitted for loans of its class. 


54. May a veteran transfer or sell the property purchased with a GI loan to 
another person? 
Yes, 
55. Is it required that the existing GI loan be paid in full in order for the veteran 
to transfer or sell the property? 
No. The buyer may purchase the property subject to or by assumption of the 
existing GI mortgage debt. 


56. What is meant by the transfer or sale of property subject to an eristing GI 
loan? ‘ 
The sale or transfer of property subject to an existing GI mortgage generally 
means that the purchaser does not become personally liable for repayment of the 
mortgage debt. The veteran still remains liable for the debt. 


57. What is meant by transfer or sale of property and assumption of an existing 
GI mortgage debt? 
The sale or transfer of property where the purchaser assumes the debt secured 
by the existing GI mortgage means that the purchaser becomes personally hHable 
for repayment of the GI loan. The veteran remains personally liable also. 


58. When a veteran sells or transfers the property to another person subject to or 
with assumption of the existing GI mortgage, is the veteran thereby released 
from his personal liability for repayment of the loan? 

No. However, in certain cases the lender, with the prior approval of the VA, 
may consent to the release of the veteran’s personal liability. (Consult your 
lender. ) 

59. Generally, how may a veteran be released from all personal liability for repay- 
ment of a GI loan if he sells the property securing the GI loan to another 
person? 

By seeing that the GI loan is paid in full at the time of the sale. (Consult your 
lender. ) 


60. If part of the veteran’s entitlement has been used, how is the entitlement 
remaining figured? 

Remaining entitlement is dependent upon the purposes of prior loans and the 
dates when entitlement is considered as having been used on such loans. Except 
for a veteran who used a portion of his guaranty entitlement after April 20, 1950, 
for the purchase or construction of his home, the remaining benefit for a home 
purchase or construction loan is $7,500, less the amount with which the veteran’s 
entitlement for real-estate purposes is chargeable on account of prior loans. The 
amount remaining for other types of loans must be figured in each case individu- 
ally (your lender or the Loan Guaranty Officer of the Veterans’ Administration 
will help you with this question). 

61. Is the veteran’s guaranty entitlement restored to its original amount when 
the indebtedness is repaid? 

No. 
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62. Is there any case where guaranty or insurance entitlement used in connection 
with a GI loan can be restored to the veteran’s credit? 

Yes. If the property is destroyed or badly damaged by fire or other natural 
hazard, has been taken for public use by Federal or local Government, or is dis- 
posed of because of other compelling reasons which are not the fault of the 
veteran, it may be possible to exclude the guaranty entitlement previously used 
so that the veteran can obtain another GI loan. However, the Veterans’ Admin- 
istration must be free from liability on the original loan. (Further information 
will be supplied by your local VA regional office, Loan Guaranty Division, upon 
request. ) 

63. If a veteran used all or part of the $2,000 marimum guarantee provided in 
the original GI Bill, does he receive any additional entitlement as a result 
of the several amendments which have been made in that bill? 

Yes. He is entitled to the remaining balance, if any, of the original $2,000 plus 
an additional $2,000 for real-estate loan purposes, authorized -by the March 238, 
1946, amendment; and if he has not, since April 20, 1950, used any entitlement 
for certain home-loan purposes, there may be a further increase of $3,500 avail- 
able to him for a home purchase or construction loan. 


64. Does a veteran who has become eligible through discharge or separation from 
service lose his eligibility by return to active service in the Armed Forces? 
No. If he has become eligible once, he remains so. 


65. May a seller charge or may a veteran pay more for a property than it is 
appraised for by the VA? 
No. Under the law, the purchase price may not exceed the reasonable value 
determined by the Veterans’ Administration. Any side payment made by the 
veteran to evade this requirement of the law is illegal. 


66. Is any protection against foreclosure afforded a veteran with a GI loan if he 
reenters service? 

Yes. Under the Soldiers’ and Sailors’ Civil Relief Act, the lender and the 
borrower may, based upon the borrower's ability to pay, agree to a postponement 
of all or part of the loan payments during the borrower’s military service and for 
a reasonable period thereafter. 

67. If the borrower goes on active military duty and upon separation from service 
he is unable to resume regular payments and pay in full the back payments 
that accumulated during his service, can further assistance be made avail- 
able? 

Yes. The payments may be reduced by extending the maturity of the loan. 


68. Maya veteran of World War II whose service-connected disability results in 
the loss or loss of use of both legs thereby making him eligible for assistance 
under the law providing Federal housing grants for “wheel-chair homes” 
also secure a GI loan? 


Yes. 
PAYMENTS ON LOANS BY VETERANS WHO REENTER SERVICE 


The Loan Guaranty Service of the Veterans’ Administration is doing every- 
thing possible to help those veterans who have been recalled to military service 
and are in trouble with their GI loans as a result. Here are some good pointers 
and some sound advice as to what you should do. 

When you receive notice to report for military service go at once to the place 
where you make your mortgage payments and tell them about it. The holder 
of your mortgage may not be the one who originally made the loan, because the 
mortgage may have been bought by another bank, building and loan association, 
insurance company, or other institution, and they may have an agent to Whom 
your payments are made. 

The holder of the mortgage—or their agent, as the case may be—should be 
informed of your recall to military service and the effect, if any, on your ability 
to continue the payments required by your mortgage contract. Discuss your 
entire situation with him in detail, and if your total family income from service 
pay, allotments, and other sources will be insufficient to keep your payments up, 
make an arrangement to pay as much as you can. If you fail to do this your 
loan will be in default. The loan will not be in default if you pay according to 
such an arrangement while you are in military service. The part of the regular 
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payment which you are unable to make will be postponed until after your dis- 
charge from service, and at that time you should again see the holder or the 
agent and make arrangements for a repayment schedule. 

The Soldiers’ and Sailors’ Civil Relief Act of 1940 makes it possible for the 

courts to prevent foreclosure of your loan while you are in service and for 3 
months after your discharge, provided your income is so reduced that you cannot 
make the required payment. It does not operate to forgive the payments, and 
any part thereof which is postponed must be made up after your discharge. 
Therefore, it is wise to pay as much as you can, and put off as little as possible so 
that it will not be too much of a hardship to make up the amount deferred when 
the time comes. 

If you are already in military service and your loan is in default because you 
have not made your payments or for any other reason, your wife or some other 
member of your family should go to the mortgage holder (or his agent) to explain 
the circumstances and make arrangements for you. 

Ordinarily, it will not be necessary that you see the Veterans’ Administration 
in regard to your loan. However, if you need assistance or advice for some 
reason, a letter may be directed to the Veterans’ Administration office which 
issued the guaranty of your loan. Address the letter to the Loan Guaranty 
Officer at that Veterans’ Administration regional office and include the following 
information: 

Full name of borrower(s). 
Your rank and military service unit. 
Your present mailing address. 
Name and address of holder of mortgage, or agent to whom payments are 
made. 
Address of mortgaged property. 
Loan number. 
Finally, remember these points: 

1. If you can keep up the required payments on your loan but fail to do so, 
you will be in default and your loan may be foreclosed, 

2. If you cannot keep up the required payments on your loan, make definite 
arrangements with the holder of your mortgage to pay less than the required 
amount during your period of military service. 

3. Pay as much as you can while you are in service so that you will have 
less to make up after you are discharged. 

4. Keep the holder of your mortgage (or his agent) informed of your status 
as it affects your ability to pay, and see him soon after your discharge. 

5. If you have agreed to pay a certain amount, be sure to make that pay- 
ment regularly and then you need not worry about the loss of your property 
while you are away in the service of your country. 

Mr. Parxer. Our loan-guaranty personnel have always been very 
liberal in giving veterans advice upon request thereof, and here is 
where some of this personalized service to the veteran enters the 
picture. 

Of course, general administration and responsibility for the opera- 
tion of the loan-guaranty division of a regional office is vested in 
the loan-guaranty officer under the gly | delegated by the Admin- 
istrator of Veterans’ Affairs under the guidance of the regional man- 
ager. Iam sure those who are familiar with the operation of our 
loan-guaranty program know that we have a well-qualified and compe- 
tent loan-guaranty officer and that he has some very able personnel to 
assist him. 

I personally feel that the personnel in that division are interested 
in giving the veteran the best possible service. I believe the record 
and the finished product (veterans’ houses) will show that the veterans 
: ‘ é r ’ A 
in this area have received the housing benefits intended by the Con- 
gress: We have Mr. Luna, our loan-guaranty officer, present and with 
your permission I am going to ask him to give you a brief account of 
our subdivision planning and compliance-inspection procedures. He 
has with him Mr. J. Ralph Tatum, the chief appraiser, and between 
the two of them, they can and will be able to inform the committee 
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on any matters relative to veterans’ homes in this area. This con- 
cludes my statement. I shall be glad to answer any questions I can 
Thank you. 

Mr. Rains. How long have you been in the Veterans’ Admin- 
istration office ¢ 

Mr. Parker. Here in Miami? 

Mr. Rains. Yes, sir. 

Mr. Parker. Since the organization of it. 

Mr. Rats. Since its beginning? 

Mr. Parker. I was sent down here to organize it, sir. 

Mr. Rarns. You were at that time in Civil Service, were you? 

Mr. Parker. Yes, I came from your State down here, sir. 

Mr. Rains. Where in Alabama ? 

Mr. Parker. Montgomery. 

Mr. Rains. How many employees do you have in the VA office? 

Mr. Parker. We have around 320, 

Mr. Rains. How many in the Loan Guaranty Division? 

Mr. Parker. Approximately 30 or 33, I think. 

Mr. Rains. And again, you said they had built out of that office 
under uaranties by VA how many homes ? 

Mr. Parker. Approximately 27,000. 

Mr. Rarns. That includes how many counties in South Florida ? 

Mr. Parker. Ten counties. 

Mr. Ratns. In other words, you have two set-ups in the State of 
Florida, one in Jacksonville and one here; is that correct ? 

Mr. Parker. Yes, sir: we have a regional office here, and the loan 
guaranty of this area is in our regional office. The other is located in 
Jacksonville. 

Mr. Rains. Have you had anything to do with the screening of the 
builders who have built this VA housing? 

Mr. Parker. Not personally. 

Mr. Rains. Have you had any bad builders engaged in building 
here in Miami, for veterans ? 

Mr. Parker. I wouldn’t say they are bad builders. Some of them 
are better than others. 

Mr. Rains. I mean those who did not turn out a good finished prod- 
uct, and on which you had objections and complaints. 

Mr. Parker. Well, sir, I can’t say that I—— 

Mr. Rarns. Do you think Mr. Luna could tell us about that ? 

Mr. Parker. Yes; I think so. 

Mr. Rarns. Any other questions, gentlemen? If not, you may stand 
aside and we will ask Mr. Luna to come to the witness chair. 


STATEMENT OF E. F. LUNA, LOAN GUARANTY OFFICER, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, MIAMI, FLA. 


Mr. Rarns. State your name. 

Mr. Luna. My name is E. F. Luna. 

Mr. Rarns. You are the loan-guaranty officer ! 

Mr. Luna. That is correct. 

Mr. Ratns. How long have you been in the civil-service position 
you occupy 4 

Mr. Luna. Since 1946. 
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Mr. Rains. What business were you in before you came as loan- 
guaranty officer to VA? 

Mr. Luna. Real estate, since about 1922. 

Mr. Rains. Had you had any experience as a banker or building 
and loan business before you came in as loan-guaranty officer? 

Mr. Luna. Not asa banker. I have had experience in the building 
and loan business. 

Mr. Rarns. Do you have a statement ? 

Mr. Luna. I have. 

Mr. Rains. You may proceed and then we will ask you questions 
when you are through. 

Mr. Luna. Very well. First, I want to assure you, gentlemen of 
the committee, that we of the VA welcome you to Miami. We pledge 
ourselves, here and now, to cooperate with your committee in every 
possible way. We hope that you will review our activities in the Loan 
Guaranty Division for we are proud of the part we have played in 
carrying out the wishes of the Dodgecas that our veteran population 
should have homes. That we have been fairly successful is reflected 
by the fact that our office has approved and guaranteed some 27,500 
home loans since its activation in August 1946. Our territory covers 
10 counties in South Florida: Indian River, St Lucie, Martin, Palm 
Beach, Broward, Dade, Monroe, Collier, Hendry, and Okeechobee. 

We, and when I say “we,” I mean Mr. Parker, our manager, who 
has always taken an active interest in our program, myself and my 
staff have traveled our territory many, many times to insure that 
veterans were actually getting houses. 

It is a well-known fact that in the early days of the program due 
to lack of know-how and personnel, a number of houses were guar- 
anteed that should not have been. However, we have tried to adjust 
the complaints received from our veteran population and I believe 
we have been reasonably successful. 

Under present procedure in the Miami regional office before a 
builder can obtain appraisals on houses involving five or more units 
to be sold to veterans, he must furnish this office with the following 
technical data. 

A recorded plat of the area, together wtih a topo map prepared by 
a competent licensed engineer showing the elevation of the land and 
the finished grades that he proposes for streets. 

Mr. Rats. How long has that been a requirement ? 

Mr. Luna. I should say for the past 6 months. May I verify that 
by referring to my chief appraiser / 

Mr. Rats. Well, if that is your best recollection, that is sufficient. 

Mr. Luna. It is. 

Mr. Rarns. Do you require any other presite engineering, other 
than filing of the plat? 

Mr. Luna. If I may finish, I think that will answer your question, 
sir. I believe J am wrong on the 6 months also. 

Mr. Deane. Will your statement reveal why you adopted a differ- 
ent procedure 6 months ago? 

Mr. Luna. I think it will, sir. 

This is required in order to determine that the area will have proper 
drainage. 

In addition the builder must have percolation tests prepared by a 
competent licensed engineer, which tests must be furnished to the local 
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health units representing the Florida State Board of Health. Based 
on this information we receive a statement from the local board of 
health that the area is acceptable for septic tanks. Therefore, any 
tracts that are submitted to this office must have prior approval of 
the State board of health indicating that septic tanks installation is 
permissible. 

Loan-guaranty letter No. 49, dated November 7, 1951, dealing with 
approval of water systems and sewage-disposal units, was dissemi- 
nated to lenders, builders, appraisers, and compliance inspectors. 
Copy is attached as exhibit A. 

(Exhibit A follows:) 


Exuipit A 


VETERANS’ ADMINISTRATION, 
REGIONAL OFFICE, 
Miami, Flu., November 7, 1951. 
To: Lenders, Builders, Appraisers, and Compliance Inspectors. 
Loan Guaranty Letter No. 49. 
Subject : Approval of Water Systems and Sewage Disposal Units. 

1, In many past instances this office has issued approvals on properties only 
to find at a later date that the sewage-disposal facilities and water supply 
could not be approved by the State Board of Health. In order to eliminate 
this inconvenience on the part of all parties concerned, we are asking that all 
lots be approved by the Florida State Board of Health for water supply and sew- 
age disposal in the manner outlined below : 

(A) Single appraisal requests for proposed construction 

(a) When VA Form 4-1805, Request for Appraisal, is submitted, it will be 
necessary to submit with this form a septic-tank permit. This permit may be 
issued and signed by the county representative of the State Board of Health. 

(b) When the final inspection report of the dwelling is submitted by the VA 
inspector, he must submit at the same time a copy of the attached form, signed 
by Mr. David B. Lee, Director, Florida State Board of Heaith. The attached 
form first has to be completed by the county health authority, and then for- 
warded to the State Board of Health in Jacksonville for review and signature. 
The State Board of Health will return the completed form to the county health 
authority, and it can be secured from him by the lender. It is necessary that 
this form be forwarded with the final compliance inspection report. 


(B) Completed houses where no septic-tank permits were issued and houses 
have not been occupied 

In all future cases, where houses are completed, and appraisal is requested 
upon completion, it will be necessary for the sponsor to submit, with the ap- 
praisal request, an approved report of inspection on the sewage-disposal system, 
together with the approval of the water system, pertaining to that specific unit. 
(C) Committee appraisals 

(a) At the time a request for a committee appraisal is submitted (five or more 
units), it will be necessary to submit a letter, or other instrument, from the State 
Board of Health giving their recommendations, based upon a preliminary survey 
of the proposed subdivision as to the type sewage disposal and water supply. 

(b) Upon receipt of the appraisal request and the preliminary survey, the 
appraisal assignment will be made to the fee appraiser, who will make his recom- 
mendation to this office. No reasonable values will be issued by this office, until 
we have the approval of the State Board of Health on sewage and water. 
(D) Streets and drainage where committee appraisals are involved 

When requests are submitted to this office for committee appraisals, you will 
submit with the request a letter or otber instrument from the county or city 
as to the type of streets (width, type construction, curbs, storm sewage, etc.) 
and drainage requirements (type of ditch, depth, etc.) required or recommended 
by the city or county which will be acceptable to them for maintenance when 
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completed according to their recommendations. No guaranty will be issued until 
such streets and drainage are accepted by the city or county for maintenance. 

2. The regulations of the Loan Guaranty Program require that we approve 
loans on properties only when water systems and sewage-disposal facilities have 
been approved by the State Board of Health. This regulation also requires this 
office to guarantee loans only where streets and drainage have been accepted by a 
eounty or city authority for maintenance. The object of this letter is to have 
you submit these approvals to us at the time of the appraisal request, so that 
we will know the authorities have already made the inspection and will ap- 
prove the facilities when completed according to their recommendations. These 
matters have been discussed thoroughly with the State Board of Health and it 
is believed that you will experience no difficulty in securing a prompt accept- 
ance, or rejection, on properties which you plan to develop. 

BE. F. Luna, Loan Guaranty Officer. 
( ) New Installation 
( ) Existing Installation 
Hue WO; 
VETERANS’ ADMINISTRATION 


REPORT OF INSPECTION INDIVIDUAL SEWAGE DISPOSAL SYSTEM 
To be Headed in by Developer 


Legal & Street Address___—__~ 


(City) (County) (State) 


Total Number: Living units Bedrooms 
Water supply: ( ) Public system. ) Community system. (  ) Individual 
system on site. 
meine Gt ROMY sa 
Return Approved Form to:_-_~- 
(Address) 





FOR USE OF INSPECTING OFFICIAL 


PRIMARY TREATMENT consists of ( ) Septic Tank. 
Septic Tank: 

Distance from well, ___-_-__ feet. Material, _._.___._.. No. of Com- 
partments __._.____. Total liquid capacity, _-_.-____ gallons. Capacity 
inlet compartments , Gallons. Inside length, 

Inside width, —-__ _ feet. Liquid Depth, feet. 
SECONDARY TREATMENT consists of ( ) Distribution box and (_) title disposal 
field. 
Title Disposal Field: 

Distance from well, _-__---- feet; foundation, feet; nearest 
lot line at ( ) front ( ) side (  ) rear feet. Total length of 
tile lines ____-_-- feet. Number of lines Distance between 
lines feet. Total effective absorption area in bottom of 
trenches, _____-___ square feet. Trench width, _____._.__ inches. Length 
of each line, ____.__-. feet. Depth, top of tile to finish grade, 
inches. ‘Type of filter material: ( ) Gravel. (  ) Broken «stone. 
( ) Cinders. Others —__- _.. Depth of filter material be- 
neath tile, _....... inches. Depth of filter material over tile —_ 
inches. : 

Give all the following information available: 

Distance to nearest: Public sewer, feet. Community system 
_....... feet. Approximate direction of surface drainage of lot 
Approximate slope - feet per 100 fet. Soil is ( ) Loam ( 
Sandy loan ( ) Clay ( ) Sandy clay ( ) Hardpan ( ) Rock. Others 

Fen Se _...... Number of bathrooms, 


) ves. ( ) no. Laundry waste disposal: Direct 
to ( ) septic tank. Other... ...- 
Inspection made by: ( ) State. ( 
thority. 


(Signed ) 


Date of Inspection 
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FOR USE OF THE HEALTH DEPARTMENT OFFICIAL REVIEWING REPORT 


Based on the information reported hereon and other available information, it 
is the opinion of the ( ) State ( ) County ( ) Local Department of Health 
that this system with proper maintenance (_ ) can be expected to function satis- 
factorily, and is not likely to create an insanitary condition; ( ) cannot be 
expected to function satisfactorily. 
ola Saas adalah Sammentemneniomeensommanaaae 


(Title) 

Ct. aera ree sae, MOG o~. 

VA Form 4-9 (3069) (T) 
Nov. 1951 

Mr. Luna. In subdivisions where the above-mentioned information 
and-data has been processed by the FHA and approved by them, we 
have accepted their approval. 

Mr. Rains. Is that on combination loans, FHA and VA, that you 
are talking about ? 

Mr. Luna. That expired some time ago, sir, but where the above- 
mentioned information and data was furnished to us and had been 
processed and approved by FHA, there was no further question by our 
office. 

Mr. Cote. You mean under your present plan ? 

Mr. Luna. Under the present plan we make our own inspection. 

Mr. Core. Thank you. 

Mr. Ratns. But some time prior to this present plan, you did ac- 
cept FHA inspections and appraisals? 

Mr. Luna. ea sir. 

The Rains. The only time you had occasion to accept that was when 
you had a joint loan? 

Mr. Luna. That is correct, 505. 

Mr. Rarns. And that has been already modified by the Congress, 
has it not? 

Mr. Luna. That is correct. 

Mr. Rains. All right, you may proceed. 

Mr. Luna. In addition the builder must submit a complete set of 
plans and specifications in triplicate. Upon receipt of this informa- 
tion the physical examination of the site is made by a salaried em- 
ployee of our office. 

Mr. Rarns. I don’t like to interrupt you too much, but what are the 
qualifications of this man who makes that inspection of the site? 
Is he an engineer / 

Mr. Luna. Yes, sir, he is an engineer assigned to our office. We 
have construction analysts who do this work for us, who go out and 
make a physical inspection of the site. 

Mr. Rains. Isa construction analyst qualified to do presite engineer- 
ing on a project ? 

Mr. Luna. Yes, sir. 

Mr. Rains. What are his qualifications, under civil service? Is 
he required to have a degree in engineering? Or just what are the 
qualifications ¢ 

Mr. Luna. Mr. Chairman, may I refer that question to my chief 
appraiser, because he passes on those things. 
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Mr, Rains. All right. You may proceed. 

Mr. Luna. If the area is acceptable, based on the engineering data 
as mentioned before, and the physical examination, an appraisal com- 
mittee is then appointed to make a complete analysis and evaluate the 
houses together with the land and recommend the reasonable value 
to this office. After the committee has completed their work the re- 
port is submitted to the regional appraisal section and a complete and 
careful review is made of all factors including an analysis to confirm 
costs and further to determine that the plans meet all of the structural 
requirements of the VA. After this review has been completed, the 
certificates of reasonable value are then issued. 

When the builder starts his construction, compliance inspections are 
made by designated fee inspectors appointed by this office who inspect 
the building at the following stages: 

(1) When the foundations are dug, steel in place, ready to pour 
concrete. 

2) At the subfloor stage. 

(5) At the framing stage. All of the structural members are in- 
stalled and the house is ready to enclose with lathe and plaster. 

(4) When the house is completed. At this stage the inspector also 
determines that the grading of the lot and street paving is completed. 

Mr. Rains. When did you make that change in your inspection 
procedure / 

Mr. Luna. Quite some time ago, sir. 

Mr. Ratns. Your fee inspectors, what is their background ? 

Mr. Luna. I am coming to that, and even the examinations we 
have had. 

Mr. Rarns. You use fee inspectors in VA, don’t you? 

Mr. Luna. Yes, sir, we do. 

Mr. Rarns. You say you are going to discuss their qualifications in 
a moment ¢ 

Mr. Luna. That is right. 

Mr. Rains. Go ahead. 

Mr. Luna. In addition, a certification is obtained through the local 
health unit of the State board of health that the septic tank and drain 
field have properly been installed 

Fee compliance inspectors have been selected with the utmost care, 
paying particular attention to their experience and background in the 
actual construction fields, honesty, integrity, and standing in their 
repective communities. We believe that they are the best men obtain- 
able, and they are now doing a splendid job. Photostatic copies of 
the applications submitted by the fee compliance inspectors now ac- 
tively engaged in this work through the office are herewith submitted 
for vour information and marked exhibit B. 


(Exhibit B follows: ) 
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Mr. Luna. This office is now requiring periodic written examina- 
tions which all fee compliance inspectors are required to take, An 
examination was held in this office on March 4 of this year with a 
passing grade required of 65 percent. The highest grade made was 
9914 percent. We are herewith submitted a list of those who took 
this examination together with the grades received, as exhibit C. 

(Exhibit C follows: ) 


ExHisir C 


Results of examination held for compliance inspectors, Varo, Miami, Fla., 
Mar. 4, 1952 


W. A. Markley 9914 | Curtis H. Anderson 

James D. Picken 97 W. Bates Cole 

Arthar WW. SONEA 2 cnn toen nes 91 og a a 
Carl Harding A.  AnGersen—____..______... “ 

Mr. Coir. How many took the examination / 

Mr. Luna. I believe there were 11 on the list. 

Mr. Rains. What you are telling us is that you had to change your 
whole inspection system, or did change your inspection system— 
about how long ago? Was it 19514 

Mr. Luna. 1949. 

Mr. Rains. How many fee inspectors did you say you have now, 
available to do inspections in this office ¢ 

Mr. Luna. I think we have about 9 or 10 on that list, sir; 8, to be 
exact. 

Mr. Ratns. You have 8 that you regard eligible and qualified ¢ 

Mr. Luna. Yes, sir. 

Mr. Rains. Can you furnish us the backgrounds and the type of 
business these men are in? I understand they are in real estate, 
but we would like to know the background and business connection 
of every single fee inspector you have. What he does in private busi- 
ness, in addition to the work he does for VA. Could you furnish that 
for the committee / 

Mr. Luna. We certainly will. That is reflected somewhat on those 
applications, Mr. Chairman. 

Mr. Rains. Very well, you may proceed with your statement. 

Mr. Luna. Compliance inspectors were invited to attend this hear- 
ing, three of which are now in the audience, namely, Mr. Curtis H. 
Anderson, Mr. W. Bates Cole, and Mr. James D. Picken, who will 
gladly answer any questions that the committee would care to direct 
to them. 

Up to a few months ago, many houses submitted for VA-loan 
guaranties were under FHA inspections, and their inspection re- 
ports were submitted by the lenders and used as a basis of compliance 
in processing the loans for guaranty. At the present time, all the build- 
ers that are now active inthe VA-housing program are processing their 
appraisals and inspections entirely through VA. 

If a veteran registers a complaint with our office, orally, we insist 
that he put it into writing. Upen receipt of the written complaint an 
immediate reinspection is made by our salaried construction analysts. 
Gentlemen, I mean each and every complaint is followed up. 
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We then can determine, in most instances, whether or not it is a 
maintenance problem or the fault of the builder. We make these in- 
spections regardless of whether we or FHA made the three basic in- 
spections. We have been most fortunate in having adjustments made 
if warranted. 

True, we have many complaints after a hurricane and we have had 
two or three pretty tough ones at that. 

So. gentlemen, as long as we have hurricanes we will have com- 
plaints. As long as we have hurricanes we will lose some roofs: GI 
homes, custom built homes, churches, hotels, ete., etc., I dare say that 
the insurance companies? who write policies in Florida, have many 
complaints here, too. 

At this point I would like to insert. into the record a few of my 
duties and responsibilities as loan guaranty officer : 

Highlights: Under the authority delegated by the Administrator 
of Veterans’ Affairs, and under the administrative guidance of the 
regional manager, serves as Chief of the Loan Guaranty Division, 
and in that capacity is responsible for— 

The general administration of all policies, procedures and opera- 
tional functions of the loan guaranty and insurance programs, as 
authorized and definded in title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, and as defined and interpreted by the 
Administrator in regulations published in the Federal Register, or as 
established by VA manuals, technical bulletins and otherwise. 

The guidance and direction of subordinate officials responsible for 
the execution of the various operational phases of the loan guaranty 
program. 

The maintenance of public relations with lenders, veteran groups, 
builders, realtors, and the public at large, employing the press and 
radio as well as direct personal appearances and speeches to inform 
interested principals in explaining the operation of various phases 
of the program: to a large extent, the success of the program depends 
on the public relations efforts of the loan guaranty officer in dispelling 
objections of lenders and builders, in advising veterans of their rights 
and responsibilities, and in correcting or conciliating differences of 
opinion; the variety of subjects dealt within this public relations 
work is as broad as the loan guaranty program. 

Serving as a member of the regional manager’s staff, attending all 
staff meetings, and advising the regional manager on all policy mat- 
ters and operating problems wherein the loan guaranty program is 
involved or concerned. 

You will recall, no doubt, that we were the subject of an investiga- 
tion of hurricane damage to GI homes by the staff of the Committee 
on Banking and Currency of the United States Senate, Hon. Burnet 
R. Maybank, South Carolina, chairman. This report was printed 
December 7, 1950. 

Mr. Rains. That had to do with hurricane damage, didn’t it? 

Mr. Luna. Yes, sir. 

Mr. Rarns. We have the report and have read it. 

Mr. Luna. Needless to say, gentlemen, I made a most intensive 
study of this report. Corrective measures wer> taken immediately 
to insure better roofing. 

It is my honest opinion that veterans in our region have received 
good value for their real-estate dollar. 





HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 481 


The same materials have gone into many of these homes that you 
will find in custom-built homes at $50,000. So, in that respect, they 
are at least comparable to the values found in other homes in this 
community. 

Our troubles, generally, have been with the jerry builders who 
flocked in to grab a fast dollar. In spite of our efforts to efficiently 
police our program it must be admitted that some short cuts were 
made by these individuals. 

We think and we hope, due to the good offices of the press, that we 
have finally eliminated such sharpshooters. But so far as the re- 
putable builders are concerned—and we have many of them in 
Miami—they are doing a conscientious job of building. They are 
ready to correct errors and when we receive complaints from vet- 
erans we call them to the attention of the builders. On reasonable 
complaints, they are always ready to make corrections or adjust- 
ments. 

You will undoubtedly get many complaints while you are here 
today—they will fall into two classes, I imagine: Those that are war- 
ranted and those that are not. Personally, I am concerned with the 
former. Some of these, of course, I dare say, have not been registered 
with our office. Again I repeat: The builders, as a whole, have been 
most cooperative and I am under the impression that valid complaints 
will be satisfactorily adjusted. 

If you gentlemen can do something to strengthen our position in 
dealing with the shady contractors, we of the VA and the veterans will 
appreciate it immensely. 

Mr. Rains. That is a very important point. Do you have any 
recommendations you would like to make as to what. you think could or 
should be done to strengthen your hand in dealing with the shady con- 
tractor and builder? 

Mr. Luna. The first thing I would like to suggest is that a builder 
be forced to place some sort of a bond. I want, if possible, to make 
myself clear, here, that I think there should be a warranty on that 
home that it is turned over to the veteran, for from some 3 to 6 months. 

Again, I think our contracts should be revised. They are too loosely 
drawn. 

Mr. Ratns. You mean the VA contract you have with the veteran? 

Mr. Luna. No, I mean the contract which the veteran signs himself 
with the builder. 

Mr. Rarns. Do you have a copy of that contract which the veteran 
signs with the builder? 

Mr. Luna. No, sir, I do not. They vary. Different contractors 
have different types of contracts. 

Mr. Rains. They are not all the same / 

Mr. Luna. No, sir. I think we should have a standard form of 
contract. The veteran sometimes signs these things and he knows not 
what he is signing, and he finds his deposit gone on some pretext or 
cther. Then he comes to us after it istoo late. If we could get a chance 
to counsel that veteran, I think we could help out tremendously. 

Mr. Wipnatu. Have you had the same type of contract that we have 
found in a number of other areas, where actually it is an offer to 
purchase on the part of the purchaser and doesn’t bind the seller in any 
way at all? 
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Mr. Luna. That is correct. It is unilateral, absolutely, in both 
instances. That is what we object to. 

Mr. Rains. You may proceed, I think that is a good suggestion, sir. 

Mr. Luna. Thank you. 

Seriously, we of the Loan Guaranty Division are seeking neither 
censure nor praise, I can assure you. We want you to fully understand 
our operations and procedures. Believe me, any constructive criticisms 
will be most graciously received. 

Mr. Rains. Mr. Luna, the worst and the most trouble you have had 
with the VA program in this area, occurred with builders more than 
2 vears ago‘ 

Mr. Luna. That is correct. The most trouble we had, Mr. Chair- 
man, came right after the economy program, the economy housing 
program, Was put into effect, sponsored by the Home Finance Agency, 
as I recall, in February of 1949. 

Mr. Rains. What do you mean by that? I don’t quite get the 
description of that program. 

Mr. Luna. The economy housing program which was sponsored in 
1949, which told the VA and FHA and everyone else to get on their 
toes to see that the veterans got housing. 

Mr. Rains. And quick. 

Mr. Luna. That is correct. Now, I would like to give you gentle- 
men this information, if I may: For a number of months after that 
program began rolling along in this city, we were very badly handi- 
capped from a personnel standpoint, and I am sure that FHA and 
other housing agencies found themselves in the same boat. 

Again, I want to stress this point to this committee: In our 10 coun- 
ties in southern Florida, we received more applications for housing 
for veterans, in several months, than any one of our Southeastern 
States in its entirety. So we were really under pressure. 

Mr. Rains. Going back to what you had to say about the so-called 
economy housing program, which I remember now as being a program 
having to do mastly with small and inexpensive homes. Some of that 
housing, even though it is properly constructed and built according to 
plans and specifications, is not a livable house, and after all will only 
be a slum before the end of 20 or 30 years. What do you think about 
it ¢ 

Mr. Luna. Mr. Chairman, I am going to have to disagree with you 
on that, insofar as Miami is concerned. Most of our homes here are 
of CBS construction, as you know, and I think they will be there for 
a lone, long time. 

Of course, some houses get much harder living in, if you will pardon 
mv way of speaking. 

Mr. Rains. You didn’t get my point. I don’t care if you build it 
out of concrete. If it doesn’t have enough room for the average 
American family it is still no good as a home; isn’t that correct 

Mr. Luna. That is correct, but, on the other hand, let’s look at it 
this way, the veterans who came into Miami, in the metropolitan area, 
were paying S100 and 3150 a month for one- and two-room apart- 
ments, very small apartments. So they welcomed the chance to go 
into these two-bedroom homes as against the one-bedroom apartments 
they were paying that exorbitant price for. 

Mr. Rains. Yesterday I rode through the city of Miami, and 
through what I know you would call a slum section of this city, and 
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some of those houses, in the beginning, were apparently about 
as livable as some of those we are building today. So the point I 
make is, that if you build a home, complete construction foolproof, and 
it still does not provide sufficient space for the average American 
family, you are building slums for the future. Don’t you believe that 
is true? 

Mr. Luna. I agree with you, undoubtedly. 

Mr. Rains. What I am leading up to is, is it about time for VA and 
FHA to take a new look and revise their minimum specifications for 
homes? I am speaking of VA and FHA at top level now. Do you 
think so? 

Mr. Luna. We have tightened up considerably in the last few 
months on that. 

Mr. Rarns. That is not my point. The point I want to get your 
opinion on is this: We had to get houses fast, as you said, both the 
Congress and the people. Therefore, we made many mistakes and we 
are aware of it. But under the pressures existing at that time they 
had to be built. 

Now that the pressure has somewhat eased, don’t you think it is 
time to look for even better designed and better planned houses than 
we have now, under some of the minimum requirements that the FHA 
and VA have? 

Mr. Luna. Yes, sir, I will go along with that thought in its en- 
tirety. 

Mr. Rarns. I think so. Are there any other questions, gentleme ? 

Mr. Deane. How many applications do you have on file now, Mr. 
Luna ¢ 

Mr. Luna. Between 28,000 and 30,000. 

Mr. Deane. That indicates a continuation of the housing program 4 

Mr. Luna. Very definitely. Our business increased last month 47 
percent over January, for instance, and it seems that we are on an 
incline again, gradually going up. 

Mr. Rains. Would you tell the committee the type of complaints 
that you have received and how they were presented, and who pre- 
sented them?’ And how they were handled ¢ 

Mr. Luna. Congressman, as I said before, when we get a com- 
plaint—and we get many, believe me—we get them in our office, 
through telephone calls. We get many from our Congressmen, and 
our Senators. They go to Washington. You gentlemen make an 
inquiry that lands on the desk of our manager, and it comes to my desk 
and goes to my chief appraiser’s desk. I want to give you the mechan- 
ics of this thing, if I may. 

Therefore, we insist that the veteran put his complaint in writing, 
and any remedial action that is taken by my writing, also goes in that 
file. So when we get an inquiry from you gentlemen, we have the 
complete picture before us, so that we can give you a positive answer 
as to what action has been taken. 

Now we have complaints from a number of veterans that their 
sereendoor has sagged, and fallen off. Instead of taking a screw- 
driver and tightening a screw there—that seemingly is not in the 
book. 

They complain about cracks in their house. IT have cracks in my 
house. We all have, in this area. They complain, some of them, 
about the drains not functioning properly, and septic tanks. We have 





484 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


gone out and found that there is dirt on their lot, or muck, and what 
have you, and they have crushed those things with heavy trucks. In 
most instances builders have made good on that. 

Our complaints are so numerous and cover so many subjects that 
I just couldn’t go into them with you. 

Mr. Deane. You have given, more or less, complaints that are not 
perhaps justifiable. I want to know something about those really 
justifiable complaints and what you have done about them. 

Mr. Luna. Well, Iam going to say a word, if I may about the floor- 
ing situation in Miami, because undoubtedly you gentlemen will be 
hearing complaints about that today. 

We have had a great deal of trouble with the so-called parquet 
floor—the block, around here. We have a great deal of dampness. 

Another thing, our asphalt tile floors. They curl up a little bit at 
the edges. Dampness comes through. I think we have had more 
justifiable complaints on floors, gentlemen, than on anything else down 
here. 

Mr. Ratys. Do you have any septic-tank problems? 

Mr. Luna. We haven't had too many complaints, Mr. Chairman, on 
septic tanks, installation and function; no sir; not in our office, at any 
rate, 

Now, if you will permit me, IT would like to say another word about 
the flooring, and some of the things that have been done. 

We have a project in this city, and the contractor told me that it 
has cost him 870,000 to satisfy his veteran purchasers, by adjusting 
that flooring satisfactorily. 

Mr. Dranr. I believe you stated that there were four inspection 
periods. Here is a group of houses, for example, 15 or 20 or 100. In 
the final inspection, how many of those houses do you inspect, to clear 
the project ? 

Mr. Luna. How many do we inspect ? 

Mr. Deanz. Do you inspect every one of them? 

Mr. Luna. Every one of them. 

Mr. Rains. You are sure of that? You would be interested to know, 
[ think, that this committee knows of many instances, in both FHA 
and VA, in order that the record may be clear, where they would not 
inspect every one of them. But in this area you do inspect every 
one: is that correct ¢ 

Mr. Luna. Mr. Chairman, we have a clearance on those things. 
When an inspection is made that form comes into our office and is 
signed by our compliance inspector. And believe me, we make those 
inspections in the Miami regional office. 

Mr. Corr, What are these inspectors paid? How much? 

Mr. Luna. They are paid $15 for three inspections, but. they actu- 
ally make the fourth inspection and sometimes a fifth and sixth and 
seventh, if it is necessary, to straighten the builder out. 

Mr. Corr. In connection with inspectors who are builders—do you 
have some inspectors who are builders of houses ? 

Mr. Luna. No; I don’t believe we do at the present time. 

Mr. Corr. None of them are building houses now ? 

Mr. Luna. No, sir. 

Mr. Coir. Were they building houses at the time they were inspect- 
ing other houses ? 
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Mr. Luna. I don’t think you will find that in our office, sir. 

Mr. Coin. I would like to have you check your records and find out 
if they were building homes at the time that they were inspecting 
homes. And I would like to have y ou put a statement in the record. 

Mr. Luna. Congressman, I am going to say “No” now, definitely. 

Mr. Corr. All right. Have you found that, handling it on a fee 
basis, you have been able to do the job? Have you had enough in- 
spectors to call in, whenever you needed them, to do the job efficiently 2 

Mr. Luna. Yes, sir; we have gotten along with them splendidly and 
[ prefer fee inspectors to salar ied inspectors by far. 

Mr. Coir. In connection with your present nunimum property re- 
quirements, in accordance with your prevailing codes and sti andards 
here, sound standards of construction, do you believe that your mini- 
mum requirements provide a soundly constructed building in such an 
area as Miami, taking into consideration the fact that this is a storm 
area ¢ 

Mr. Luna. I do, Congressman. 

Mr. Coir. Do you allow any variance between minimum standards ? 

Mr. Luna. No, sir. 

Mr. Coir. You don’t allow any variance at all? 

Mr. Luna. No, sir. 

Mr. Corr. Then you believe, as I infer from your statement, that 
your minimum requirements do produce a structure which is sound / 

Mr. Luna. That is correct. 

Mr. Corr. That is all, Mr. Chairman. Thank you. 

Mr. Rarns. I understand that you have not only a building code in 
Miami, but also a building code for the county of Dade; is that correct / 
Building code 1 regulations that must be lived up to in the construction 
of these homes ¢ 

Mr. Luna. That is correct, yes, sir. 

Mr. Rains. One other thing. You talked about filing the presite 
engineering with your office, the plat, and so forth, and you said you 
required him to file the specification in your office, before he starts 
building a project; is that correct ? 

Mr. Luna. That is correct. 

Mr. Rains. One of the great troubles we are finding in the veterans 
field is that they have not had an ne achaae = A Rage 9 it is the fault 
of the law, the fault of the administration of the law, I do not know— 
they have not had an opportunity to see the specifications of the 
homes which they have purchased. 

Is there any reason for them not to have the specifications of the 
homes they purchase / 

Mr. Luna. The majority of our homes have been sold in projects, 
as [think you know. We have had projects ranging from 20 to 1,000 
atatime. Most of the homes are bought from a ‘model house. These 
boys see this house, and say, “This is the house I want, and I want it 
in this location,” or “I want this model house, after you are through 
using it as a model house.” 

So, judging from the load of work we have had, if we entertained 
that thought—there have been so many veterans in that wanted to see 
plans and specifications on these things—they have walked into this 
model house and inspected it carefully and have said, “This is the 
house for me.” 
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Mr. Rarns. Our experience in many instances, Mr. Luna, is that he 
looked at it and he didn’t go out and get a house like the one he 
looked at. 

Mr. Luna. You may have something there, Mr. Chairman. Un- 
doubtedly that has been the case in some instances. 

Mr. Rains. Of course, your job is to guarantee the payment of that 
loan made to the veteran by a private lender. But I feel and I think 
the committee would share this feeling, that the veteran, after all, is 
our responsibility and yours, to see that he gets his money’s worth, 
and that is what we are trying to do. 

Mr. Luna. Yes, sir 

Mr. Rains. Wouldn't it be better if he had exact knowledge of the 
type of house that he was getting, plans and specifications, at the same 
time that he purchases that home ¢ 

Mr. Luna. 1 think that possibly he should be shown the specifica- 
tions. It doesn’t matter so much about the plans because he has pur- 
chased the house. But I think he is entitled to know what went into 
that house. 

Mr. Rains. I want to say that I agree with you about some kind 
of bonds. I realize you get into deep water when you start requiring 
performance bonds from builders, but there should be, you say, in your 
judgment, some type of warranty by the builder to the veteran that he 
is getting what he 1s supposed to get. 

Mr. Luna. Undoubtedly. 

Mr. Rarns. I agree with you. 

Mr. Wipnati. Does your office permit changes in specifications or 
substitutions of materials from the original sample house without 
notification of the purchaser ¢ 

Mr, Luna. Positively not. We pass on those in every mnstance. 

Mr. Rains. Any other questions, gentlemen’ I have one more. 
This is a rather hot one, but I will ask it. 

You know, one of the great problems confronting the Congress— 
and this does not mean to convey any impression as to how this com- 
mittee feels about it—one of the hot problems confronting the Con- 
gress is the so-called Hoover ieadesiaaiian report which says, “Tie 
up the VA and FHA together. We don't need overlapping deals, 
inspections, and so forth.” 

What do ‘you say? 

Mr. Luna. Mr. Chairman, that is really a hot one. IT don’t know 
whether I should go on the record with this answer or not. It seems 
to me that we are being Hooverized all the time at the present time, 

far as VA is concerned. We are getting reductions in forces, in 
our oftices, when we need our personnel to serve the veteran. We can't 
help it. It is a must. 

We used to have what was known as the freeze in the Army, Well, 
seemingly we are having a big freeze in the VA at all times. It is a 
reduction in force, and a reduction in force. We have very little to 
say, practically nothing in the field, as to how many personnel we 
need to do the job. 

Mr. Rarns. What you are saying is you think the VA could do a 
better job under this set-up, for veterans’ housing ? 

Mr. Luna. I think we are more familiar with the veterans’ prob- 


lem in VA. 
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Mr. Rarns. In other words, that is your business all the time, it is 
the veteran all the way through ? 

Mr. Luna. Yes, sir. And it is my experience that it pays to deal 
with specialists and we try to be specialists in our field, in dealing 
solely with the veterans. 

Mr. Ratns. Mr. Luna, is mortgage money available for VA loans 
at the going rate of interest that VA loans in the city of Miami, and 
in this area? 

Mr. Luna. I should say in a limited quantity at the present time, 
Mr. Chairman. For some strange reason our applications are start- 
ing up. 

Mr. Ratys. Your applications are starting up? 

Mr. Luna. Yes. 

Mr. Rains. Out in these counties adjacent to Dade County, are 
veterans able to get loans from private lending institutions? 

Mr. Luna. No, sir. Only in very few exceptions. 

Mr. Rains. They are not able to? 

Mr. Luna. No, sir. I will point to the city of Key West, for ex- 
umple. We did not include that in the direct loan program at first. 
We didn’t ask for that due to the fact that there had been some vet- 
erans’ homes built there. We had two or three projects. 

Mr. Rains. Where is that, Key West ? 

Mr. Luna. Yes, sir. Outside of projects, it has been absolutely 
impossible for a veteran to get a GI loan. It just isn’t in the cards. 

Mr. Rarns. Have there been any direct loans to veterans, under 
this program which we reenacted a few weeks ago in Congress, pro- 
viding for cirect loans to veterans where private money Was not avail- 
uble? Have you made any of those loans out of your office / 

Mr. Luna. Yes, we have made some 18 to 20 direct loans. 

Mr. Rains. Are you making any at this time / 

Mr. Luna. We are out of money. 

Mr. Rains. Well, we put $125 million in the program about 2 or 3 
weeks ago. You are not out of that money yet, are you ‘ 

Mr. Luna. It hasn’t been allocated to us, yet. 

Mr. Wipnaii. How many employees did you have in the office when 
it opened, here in Miami? 

Mr. Luna. Well, my guess—and it is purely a guess, Congressman— 
is about 12, and we struggled along with 12 for month after month 
after month. 

Mr. Rains. How many do you have now? 

Mr. Luna. Thirty-three at the present time. 

Mr. Rains. How many did you have in 1951 ¢ 

Mr. Luna. In 1951, I think our table of organization included about 
30, 

Mr. Rains. And in 1950? 

Mr. Luna. Yes, sir. 

Mr. Wipnay. About the same? 

Mr. Luna. Yes. 

Mr. Wipnauy. What was the workload in 1950 as compared to 1951? 

Mr. Luna. Our workload fell off considerably. I would like to 
have sufficient employees to do the job, and when we petitioned our 
central office it was always “budget limitations.” There isn’t any- 
thing we can do about that. 
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Mr. Wipnatt. One of the chief criticisms in connection with this 
program has been the original appraisal and also the inspection made 
after that. 

Now, these people are paid on a fee basis. Why should there be any 
limitation on the number of employees ¢ 

Mr. Luna. Well, you are speaking about the work in the field. I 
am speaking about the office work, the actual mechanics, Congressman, 
of getting these applications, making our commitments, getting them 
out to lending institutions, and getting them back, and issuing our 
guaranty on them. We haven’t done anything, you know, until we 
have approved the loan. 

Mr. Wipnatt. What was the time lag back in 1949 and 1950, on 
approvals ¢ 

Mr. Luna. I should say 60 days, in some instances. 

Mr. Wipnati. What is that now? 

Mr. Luna. We have a backlog of possibly 5 days’ work in our office 
at the present time. 

Mr. Wipnati. Doesn’t that indicate that you have enough personnel 
to take care of your present workload / 

Mr. Luna. At the present time; yes, sir. 

Mr. Wipnatu. But you don’t have any problems as far as inspection 
is concerned, because of the fact that it is on a fee basis; is that right ? 

Mr. Luna. That is correct. 

Mr. Deane. Mr. Luna, do you know why the mortgage concerns are 
not interested in GI loans ¢ 

Mr. Luna. The only answer that I can come up with there, sir, is 
that it is not quite attractive to them, the interest rate. All of them, 
of course, have objected to the 4-percent money. 

Mr. Deane. What are they suggesting? 

Mr. Luna. Pardon me? 

Mr. Deane. What do they suggest ? 

Mr. Luna. They suggest that the Government raise the interest rate. 

Mr. Deane. Do you think they would take it if the interest rate was 
“aised ¢ 

Mr. Luna. Undoubtedly. 

Mr. Cote. In that connection, do you find many GI's with the opin- 
ion that the interest rate is right, or that they would refuse a loan 
if the interest rate were raised / 

Mr. Luna. Well Congressman, we rarely ever get to discuss that 
with the veteran. That is discussed with the lender. 

Mr. Rarns. On the interest rate, which I agree with you doesn’t 
seem to entice many lenders nowadays, the Veterans’ Administration, 
the Administrator of Veterans’ Affairs, has the authority, under a law 
passed by the Congress, to raise that rate to 414 percent. 

Mr. Luna. I think, sir, in the event that that is concurred in by 
the Secretary of the Treasury, that may be done; isn’t that right? 

Mr. Rains. I am not advocating that it be raised. I am advocating 
the other angle, I waat you to understand that. 

Mr. Luna. You asked the question. Of course, I am vitally inter- 
ested in seeing that veterans get loans, and it is not going along as 
well as we would like to see it at the present time. 

Mr. Corr. Well, doesn’t it resolve itself into this situation? We 
either raise the interest rate, or we make direct loans. That is, if 
a veteran is going to get a VA loan. 
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Mr. Luna. Congressman, I don’t know. I think that probably 
time cures all things, and the banks have to do something with their 
money. I don’t know what else they are going to do with it. I believe 
that things are going to loosen up eventually. 

Mr. Corr. Well, when / 

Mr. Luna. I wish I could answer that question. 

Mr. Rarns. You are going back in your mind and remembering, 
I think it was in 1949, when we had a very extreme lull in this type 
of lending. The banks and lending agencies wouldn't take it. 

Mr. Luna. That is right. 

Mr. Rarns. But when the Congress did not raise the interest rate, 
later on in that year, as you will recall, there was a considerable up- 
surge in lending ¢ 

Mr. Luna. Yes, sir. 

Mr. Rarns. Thank you very much, Mr. Luna. 

The next witness is Mr. J. R. Tatum, chief appraiser. Come around, 
Mr. Tatum. 


STATEMENT OF J. R. TATUM, CHIEF APPRAISER, VETERANS’ 
ADMINISTRATION, MIAMI, FLA. 


Mr. Rains. Do you have a statement you want to make, Mr. Tatum? 

Mr. Tatum. I have no prepared statement, Mr. Chairman. Any 
questions in reference to the facts that Mr. Luna has stated, I will 
be glad to try to clarify. 

Mr. Rains. Any questions, Mr. Cole? 

Mr. Corr. Mr. Chairman, these questions were submitted by your 
staff member, and I think they are pertinent, so I will ask them. 

Mr. Tatum, does the VA require site planning to show, besides the 
subdivision data, to show additional subdivision data, such as the lot 
size ¢ 

Mr. Tatum. Yes; we do. 

Mr. Cote. And the first floor and grade elevation, to show the 
grading from the building to the street? 

Mr. Tatum. Yes, sir; we do. May I just make a brief explanation? 

Mr. Coir. Yes. 

Mr. Tarum. Under our present procedure, that we are following 
since we are processing all of our own work, we require a complete re- 
corded plat of the subdivision, as Mr. Luna stated before. On this plat 
the proposed street grades, grades of the property, and so forth, must 
be indicated. This plat must be prepared by a competent licensed 
engineer. 

Mr. Luna mentioned the fact of a site inspection by one of our staff 
men? May I clarify that, please? 

Mr. Corr. Yes. 

Mr. Tarum. This inspection is made for the purpose of correlating 
the information that has been submitted to us by a competent registered 
engineer. 

Mr. Rains. Employed by whom 

Mr. Tarum. By the builder. He is a recognized engineer. We do 
not have the facilities to have complete engineering. However, we 
do have in our employ at the present time, two engineers. But with 
the workload, we do not have that, so that burden is put on the 
builder to submit that information. 
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In addition to that, the builder must submit, together with his 
plans and specifications, a plat plan, which is usually prepared by the 
architect, which is taken off of the recorded plan, showing the lot sizes, 
and the type of house that the builder proposes to build upon that 
particular lot. 

Then, his plans must be identified. There was some mention of 
model houses. That aman bought a house froma model house. Now, 
the seller may sell him his home from a model, and may tell this vet- 
eran that he is going to get all the features of this model house. 
Gentlemen, in many cases, that model house is a house that is identi- 
fied on a particular lot. We then tie in that plan and specification 
to the particular lot which we made an appraisal on, on each one. 
Then the inspector is furnished with the information, and the lot, 
the plan, and the specification used on that lot, is the one that is 
certified by the inspectors that has met the plan and specification. 
Now, in every case it will not be the model house. Does that clarify 
that a little more? 

Mr. Cove. I think so. Are the walks, the streets, and driveways 
subject to VA acceptance before approval ? 

Mr. Tarum. If there are walks required, they must be installed 
before we approve. Or if they are not completed, then we have, under 
our regulations, under Technical Bulletin 4885, an escrow fund which 
can be put up, of 11% times the cost of that improvement. 

The streets come under the same category. The specifications of 
the streets, for your information, must conform as required by the 
municipality that is going to take over the maintenance of the street. 

Mr. Rats. If it is outside the municipality, what then / 

Mr. Tarum. Dade County has its own specifications on the streets. 
In other areas where there is no control specification of off-site im- 
provements, we have established it must be not below the minimum 
established by this county, which we feel is fair. 

Mr. Corr. I assume the mortgagee makes no inspection independent 
of your inspection. 

Mr. Tarum. I believe in some cases the mortgage company does 
make some inspection. Some do and some don’t. Some depend on 
our Inspection. 

Mr. Coie. What has been done in revising your building code, or 
requirements, in connection with inspection procedures, with respect. 
first, to nailing? Has anything been done about that. 

Mr. Tarum. Well, now 

Mr. Cour. That is a technical question. 

Mr. Tatum. That is a technical question. Just to what extent / 
Do you mean nailing on the roof of-—— 

Mr. Coir. Proper nailing. 

Mr. Tarum. Well, proper nailing as a matter of common prac- 
tice 1s—— 

Mr. Corr. Do you have anything in your minimum requirements? 

Mr. Tarum. No: there is nothing in our minimum requirements. 
The inspector who is a qualified man and who understands building 
procedures must determine that when he inspects the frame. We 
depend largely on the inspector, when he passes the frame, that that 
frame has been properly anchored, by steel bolts, or other medium. 
There isn’t any detail on that in the requirements. 
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Mr. Cor. I notice the housing and home agency has a technique 
of house nailing. Is this used by your agency ‘ 

Mr. Tarum. It is used as a guide; yes. 

Mr. Coir. Have you done anyt thing toward revising your building 
regulations in connection with proper anchoring ? 

Mr. Tatum. Since the hurricane of 1950, there has been an over-all 
tightening up of the code, both as to framing and anchoring of the 
roofs as well as to the nailing and actual attachment of the roof 
itself, 

That was a complete revision in south Florida, almost throughout, 
particularly in the city of Miami and in Dade County, which has a 
very excellent code. That condition was also handled through FHA 
and VA, and the new revised code, was a result of the t tightening up 
of =a code, 

Mr. Core. Will that or has that reduced the number of complaints? 
Of course, you haven’t met the condition yet. 

Mr. Taru mM. We feel that it will, Congressman. But not having 
had a serious windstorm since then, it is difficult to say. 

Mr. Corr. What requirements do you have with respect to the type 
of lumber, whether or not it shall be thoroughly dried, or first grade 4 
Do you permit green lumber to be used / 

Mr. Tarum. If we see that there is green lumber being used, and 
there is any question of how green it is, we have a moisture meter 
that the inspector can obtain in our office and check. In a number 
of cases, since we have been making inspections we have actually 
turned projects down for that reason. \ 

Mr. Cour. We understand that Dade County has its own building 
code and that the city of Miami has its building code. 

Mr. Tarum. That is’ right. 

Mr. Core. And these local building inspectors, municipal building 
inspectors, inspect the buildings along with your agency, do they not ¢ 

Mr. Tarum. That is right. ‘They inspect in the om _ Miami and 
in Dade County and in other municipalities in the area. ‘They all 
have their own individual codes, they all have their pekidies depart- 
ments, and it is through them that the builder gets his permits. 

But we follow our codes, which are cert: inky not ever below the city 
codes and in some cases are better. 

Mr. Coir. How wide is the use of subcontractors here ? 

Mr. Tarum. We have no control] over that, but it is used very widely 
in this area. 

Mr. Coir. Has that practice caused dissatisfaction / 

Mr. Tarum. Mr. Congressman, I couldn't put my finger on it, but 
I would assume that if some items were subcontracted to irresponsible 
subcontractors, that it could cause us some trouble. 

Mr. Coie. What is the labor situation with respect to the use of 
recognized, qualified mechanics ? 

Mr. Tarum. We have no control over that. Our appraisals and 

valuations are based on them using competent workmen and paying 
them the prevailing scale. The only thing we can do is to police the 
jobs and see that we are getting the proper workmanship. 

Mr. Core. That is all. 

Mr. Rains. Mr. Lantaff has a question. 

Mr. Lanrarr. Mr. Tatum, in connection with homes built in the 
northwesterly portion of the county and in the south end of Dade 
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County, is it not a fact that completion of the central and south Flor- 
ida flood-control program will serve to protect the Government’s inter- 
est in this housing program, by reducing the hazards to these dwell- 
ings from flood ¢ 

Mr. Tarum. Mr. Lantaff, I am glad you asked that question. I 
think it is going to be very helpful to the Government agencies 1 
insuring and guaranteeing loans. It has been a big help to us at VA, 
because we rely largely on their findings in determining acceptable 
sites. 

We had a meeting, if I may digress for a minute, sponsored by one 
of the appraisal societies, that was a very enlightening meeting. The 
United States Coast and Geodetic Survey representative and our own 
flood-control engine er were there, and based on the statements and 
the pictures that they showed us, I firmly believe that our flood con- 
dition j is going to be very, very greatly helped in the south end of this 
State. They are doing a magnificent job, and in addition to the other 
engineering data, we require that the engineer also give us the data 
that he obtains through that office. 

Mr. Ratns. Do you have any problem here of building homes on 
built-up land‘ By that I mean, filled-in land, and so forth. 

Mr. Tarum. Mr. Chairman, we haven't had too much of that, be- 
cause the filled-in land around this area is more in the expensive area. 
We do have some sections, but I couldn’t put my tinger on the exact 
sections. But we do have some, yes, sir. 

Mr. Appontzio. Mr. Tatum, you testified that certain builders had 
used green lumber in constructing these homes. In those instances, 
where you found that to be the case, I didn’t quite understand what 
corrective action you had taken. 

Mr. Tarum. Mr. Congressman, I think that»perhaps I wasn’t clear 
on that. I said wherever we found indication that the builder was 
going to use green lumber, we turned it down. It is a cause for rejec- 
tion, if we find green lumber. 

Mr. Apponizio. Those particular builders, were they prevented 
from going on any further, or building in another area, until that 
condition was corrected / 

Mr. Tarum. We haven't had that condition to a wide extent, but 
for your information, if they don’t correct it, the omly tool that the 
appraisal section has is that we can discourage them by not giving 
them proper appraisals on future work. 

But in most cases where that has come to our attention, I will say, 
since we have been making our own inspections, we haven't had too 
much of that to contend with. The lumber has been of a better grade. 

Mr. Rains. Mr. Deane. 

Mr. Deane. Here is the Miami Daily News of April 27, 1950. It 
carries a front-page story of the Douglas Park project. It is quite a 
story, and it goes on to say that many of the veterans said at a meeting 
that was held here, somewhere in the ¢ ity, “Many of the veterans said 
at the meeting they were referred to the project by the veterans housing 

committee, now disbanded.’ 

Do you know anything about this story and this project ? 

Mr. Tarum. Mr. Congressman, I know about the project, and I 
know about the story. But I was not connected with the VA at the 
time that those projects were constructed, and to the best of my 
knowledge the housing committee was a committee headed, I believe, 
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by Mr. Simmons. It was under the sponsorship of the city of Miami, 
as I recall it. That was not an official VA committee. I am just 
quoting from recollection now. 

The projects were both built early in the program. We had a number 
of complaints on them. FHA also had a number of complaints. It 
was one of our original 505 (a) deals in the area, when we were 
pressed for housing, and I believe that there have been considerable 
reports on those two particular projects, available in Washington now. 

Mr. Deane. Is that builder still building in Miami ¢ 

Mr. Tarum. I believe he is. He is not in the VA program at the 
present moment. 

Mr. Deane. What do you mean? 

Mr. Tarum. He has not even requested us for any approvals, I will 
put it that way. He hasn’t come in to build any more houses. 

Mr. Deang. Do you have any veterans who have come in and have 
said, “we are through, we are not making any more payments,” be- 
cause of the type of housing they are living in? 

Mr. Tarum. That doesn’t come to my attention, usually, Mr. Con- 
gressman. It goes to our claims service, if they are in default. It 
does not come to our direct attention. 

Mr. Deane. Can the manager answer that question, or can you, 
Mr. Luna? 

Mr. Ratns. Mr. Luna ought to be able to answer that question. 

Mr. Luna. Yes, sir: we have hed a few instances like that, in its 
early days, and the only thing we can tell those boys to do is tu keep 
that mortgage up, otherwise it will be foreclosed, and try to work out 
some kind of an adjustment. 

Mr. Deane. Have there been many like that? And what has been 
done? 

Mr. Luna. I should say probably a dozen have been brought to my 
attention. 

Mr. Rains. How many foreclosures have you had in this area / 

Mr. Luna. 103, sir. 

Mr. Rarns. Out of 27,000 units? 

Mr. Luna. Yes, sir. Incidentally, for the record, most of those are 
in our colored projects. 

Mr. Ratns. How many are current? Foreclosures that are about 
to take place now? 

Mr. Luna. We have, I should say, about 80 foreclosures that we 
expect to have on our records within the next 60 days. 

Mr. Rains. Are most of those brought about because of family diffi- 
culties, death, and so forth, or is it brought about by the veteran feel- 
ing he has been gypped and mistreated and won’t have anything fur- 
ther to do with the house? 

Mr. Luna. Mr. Chairman, the majority of those—I will say 95 
percent of them—are in our colored veterans projects. You know, 
those boys, strange to say, can pay $20 a week, but they can’t pay $40 
amonth. They are going to have to be reeducated. 

Mr. Wipnati. On this Douglas Park project, what, if anything, 
was done to make the contractor make good on faulty material? 

Mr. Luna. Mr. Congressman, those Douglas Park units, we fell 
heir to those things in about 1947, I believe, and one of the projects 
had been through three or four hurricanes, and another, two or three. 
[ think everybody that knows anything about those projects knows 
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that green lumber was used, in the early days of the program, because 
it was all the builder could get. They were trying to get houses for 
veterans. 

Mr. Wipnaur.. That was a combination VA-FHA program ? 

Mr. Luna. Yes, sir. 

Mr. Wipnaut. Who made the inspections on this? 

Mr. Luna. Another Federal agency, not the VA. 

Mr. Rains. Are there any other questions of Mr. Tatum or Mr. 
Luna? If not, thank you very much, gentlemen. 

I have a note here from a sailor who says he is on active duty, who 
wishes to testify. His name is Robert Arons; is that correct? 

Mr. Arons. That is right. 

Mr. Rains. Come around. 


STATEMENT OF ROBERT ARONS, MIAMI, FLA. 


Mr. Rains. You live at 1930 Northwest One Hundred and Twenty- 
seventh Street ¢ 

Mr. Arons. Yes, sir. 

Mr. Rarns. And are on active duty with the Navy? 

Mr. Arons. I am on active duty at the present time. I have had 
special liberty today to appear before this committee to present my 
particular problem. 

Mr. Rarns. Does it have to do with a home of yours? 

Mr. Arons. That is right. it is a home I purchased approximately a 
year ago in March, under this veterans housing program. 

Mr. Ratns. What is the complaint ? 

Mr. Arons. Well, I listened to Mr. Luna and Mr. Parker make some 
statements before the committee regarding the condition of complaints 
received by veterans in this community, and they have said they have 
done everything possible to take care of the complaints which were 
more or less reasonable. 

I would like to know what they class as reasonable complaints in 
this respect. 

At the time my house was being constructed, I used to be able to 
nake a few trips out there—located right near the station—to see 
what was going on, and I have called to the attention of the inspector, 
Mr. Markhoff, certain discrepancies that were quite evident and I was 
assured that things would be taken care of. 

Mr. Corr. Who assured you ¢ 

Mr. Arons. Mr. Markhoff, the inspector. 

Mr. Co_z. What were the things? 

Mr. Arons. No. 1, that they were using nails to keep my parquet 
floors down. Now you don’t use nails in a parquet floor. 

They have put in asphalt title. We have questioned that. We said, 
“Are yeu sure this thing is going to stay down?” They said, “Yes.” 
The floors were guaranteed for 1 year. 

Mr. Rains. By whom? 

Mr. Arons. Mr. Nichols, of Nichols Construction Co., the builder. 
There are many other fellows in that same community who have the 
seme condition. I cannot speak for them. They can’t get off today. 
Bunt those conditions are still evident. They are right there now. 
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This is what happened in that time. The parquet floors, where they 
have put the nails down, are starting to buckle. It is pretty bad be- 
‘ause you can trip over that. 

In the kitchen, the plywood, which is the base upon which the 
asphalt title is set, has all rotted away and the floors have not curled 
up at the edges, they have popped up completely. 

Mr. Ratns. How long have you been in your house ? 

Mr. Arons. I moved in the latter part of March 1951. 

Mr. Apponizio. Is your home in a development ¢ 

Mr. Arons. Yes. 

Mr. Apponizio. How many homes in the development ? 

Mr. Arons. Approximately 280 homes in that development. 

Mr. Appontz10. How many homes would you say have the same 
trouble as yours? 

Mr. Arons. I can’t very well give a figure, but I know of seven or 
eight, with names and addresses, with some beautiful situations right 
now. 

Mr. Apponizio. Have you brought this to the attention of the VA? 

Mr. Arons. I wrote a five-page letter to VA, and I went to see the 
American Legion service officer, to see what coud be done. With him 
and a neighbor we went up and took this letter to the Guaranty Loan 
Division. They can’t find any trace of this letter. In that letter I 
cited specifically these conditions, and what I had done about it, calling 
it to their attention. 

I want to say this: During the time that home was being built, we 
had an opportunity, living nearby, to go down and look at it. Now, 
these sample homes, as you have stated, were examined by us and we 
asked, “Is this the type of home we are going to get,” and they said, 
vas”? 

There were a few other things that came about, but in investigating 
this is what I find out. For instance, the refrigerator was set up 
in the sample homes with two dehydrators in the bottom. In trying 
to find out why we couldn't get them, we found they weren't ordering 
them any more. They cost an extra $25 to put an extra dehydrator 
in. Soif you can do away with that, that is $25 per box you save. 

Outside these homes they had a nice concrete block coming over 
behind the utility room. You don’t find that in any of the homes. 
Multiply that by all these homes and it runs into a lot of money. 

I cited specifieally the condition of certain closet doors and cabinets 
before installing. They said, “Don’t worry about it, we will take care 
of it.” In my house right now I have five closet doors unpainted, un- 
finished at all, which were replaced by different people. Nobody has 
come out to do anything about it. In fact, a sliding panel door 
doesn't even have a handle to open it and it will fall out. I could 
bring that to the committee this afternoon and let you see it. It is 
just a piece of wood. I was told by Mr. Zeigler, one of the inspectors, 
when I called up, “What do you expect for $8,900?” 

Mr. Apponizio. Mr. Zeigler is employed by VA ? 

Mr. Arons. Yes, sir. 

Mr. Rats. He was one of the inspectors ? 

Mr. Arons. I tried to find out who was the head inspector and it 
was supposed to be Mr. Zeigler. 
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Mr. Rarns. Who made the final inspection on your house? 

Mr. Arons. Mr. Markhoff came through and quite a few other 
people. In fact, they came in, a flock of people, like D-day 1. They 
‘ame in, looked around and said, “Everything is fine.” And that is 
all there was to it. 

Mr. Tatum and Mr. Parker and Mr. Luna said these men are well- 
qualified inspectors. But if a man is shown these conditions, like nails 
in a parquet floor, that these doors don’t fit right, one door is longer 
than the other—my front door was very difficult to open, which is a 
fire hazard, when you can’t get that open fast, it is sagging and doesn’t 
keep the rain out. And it is not a matter of using a screwdriver and 
nail. I am a mechanic instructor and quite adept at handling things 
like that, but I don’t feel that they were representing us. 

Mr. Rats. In other words, what you say is that you didn’t get 
what you paid for? 

Mr. Arons. Basically, yes. And when I asked for permission to 
look into the specifications, I was told they are not available. I can 
read. I wanted to find out just what they called for, 

Mr. Apponiz1o. Did you have a contract with the builder ? 

Mr. Arons. I didn’t have an individual contract with the builder; 
no, sir. This isone of these VA deals. We pay $25 down to move into 
the house, which is an opportunity under the GI bill to get a home. 

Mr. Dranr. Did you buy this home after looking at a model home? 

Mr. ARons. Yes. We said, “This is what we want.” It looked 
ideal for us. Everything was fine in the model home. 

Mr. Rains. What is the name of the builder again, Nichols? 

Mr. Arons. Nichols Construction Co. 

Mr. Rarns. Do you know whether or not they are still building 
under the VA program in this area / 

Mr. Arons. No; they are not. They are building on the beach but 
not building any more in the VA programs as far as I know. 

Mr. Rarys. Have you contacted the builder himself, or the builder’s 
organization ? 

Mr. Arons. I contacted him in the process of building. He said, 
“Don’t worry about it; we will take care of it.” That is a byphrase 
all over the place here: “We will take care of it.” That has been 
going on for a year now. 

Mr. Rains. Has he ever made any effort to correct it ? 

Mr. Arons. A man came by to paint the doors, and if you saw the 
color paint he was going to try to put on the door without making 
any effort to match it up, it is pathetic. 

This condition, I feel, is the fault of the VA in this respect. If 
they had truly represented us, they wouldn’t have approved these 
houses, the builder couldn’t possibly have gotten satisfaction, unless 
he corrected those conditions. But the fact that he did get paid off, 
he is free and clear, and out of the way, and then it is up to us to see 
what we can do about it. 

I have been to Mr, Luna’s office, and I have spoken to him. He has 
listened to me very patiently. He has called the inspectors in. He 
sent Mr. Ziegler and Mr. Markoff out to my house one day to look 
at it and to see what they could do about it. And it is the same thing. 
“We don't know what we can do about it; we will do our best.” 
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Mr. Ratns. Of course, you realize, I am sure, that the money 
you borrowed was borrowed from private lending institutions. You 
understand that ? 

Mr. Arons. I understand that; yes. 

Mr. Rains. You understand also that the Veterans’ Administra- 
tion’s responsibility is inspection, and if they fail in that, it is their 
fault. And when they make the proper inspections, of course, you 
don’t have any contract with the VA to guarantee the building. You 
understand that, of course. That is up to the builder. 

We appreciate you bringing it to our attention. I would like the 
name of the project again. 

Mr. Arons. The Nicholas Gulf Estates. 

Mr. Rarns. Thank you very much, Mr. Arons. 

Mr. Lantrarr. Was that within the corporate limits of a munici- 
pality ? 

Mr. Arons. I think it is Dade County. I would like to ask a ques- 
tion. In view of the fact that the VA was set up as an organization 
to perform these inspections, were they supposed to protect our 
interests ¢ 

Mr. Rains. The purpose of the inspection, of course, as required 
by law, is to protect the interests of the veteran. 

Mr. Arons. In view of what has happened here, are we going to 
get hung up on this deal? 

Mr. Rays. I don’t know what you mean by that. 

Mr. Arons. Are we going to have to go to the expense to repair it 4 
Do we have to go out and hire a contractor to come in, rip out the 
floors, and take care of those things? Is that going to be the outcome? 

Mr. Ratns. I don’t know about that. I will say if I weren't a veteran 
and I bought one, I would have to sue the builder. That is what you 
would have to do, because your contract is not with the Federal Gov- 
ernment to guarantee the house, but it is to get a good inspection. 
Always remember that your actual contract is with the man who did 
the building, and he is responsible for any failure. I mean financially 
responsible. Or he should be. 

Mr. Arons. How many of us fellows are going to be in a position to 
go ahead and sue the contractor ? 

Mr. Rains. That is what we are trying to do, to find out what ean 
be done about it. Otherwise we wouldn’t be down here, if we didn’t 
realize that there are so many great problems along the lines you 
have set out. And we are going ‘to do our best to help correct it. 

Mr. Arons. Thank you very much. 

Mr. Jazo. Mr. Chairman, suppose those builders 

Mr. Rarys. Wait a minute. Give your name and ask your question. 

Mr. Jano. Joseph Jabo. 

Mr. Rarns. I am going to call on you ina moment. But go ahead 
and ask the question. 

Mr. Jano. Suppose the builder went into bankruptcy. What can 
be done about it then ? 

Mr. Rarns. That is a good question, but that is a legal matter, and 
we will discuss it when you get on the stand. 

Our next witness is Mrs. D. G. McMaken, and Mrs. E. C. Dulbs, I 
believe. 
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STATEMENT OF MRS. D. G. McMAKEN, ART BILT HOMES, 
MIAMI, FLA. 


Mr. Ratns. You are Mrs. McMaken, living in Art Bilt Homes? 

Mrs. McMaken. Yes. I have some pictures here, taken out of a 
paper, which have been published. 

Mr. Rats. Let me wel you a few questions first. Is it a VA-guar- 
anteed loan or FHA-guaranteed ? 

Mrs. McMaken. VA. 

Mr. Rains. How many homes in the development, approximately ¢ 

Mrs. McMaken. Approximately 168. 

Mr. Rains. When were they built ? 

Mrs. McMaken. They started building them in 1951. 

Mr. Rains. When did you move into your home? 

Mrs. McMaken. December 14, 1951. 

Mr. Rarns. Is it inside the corporate limits of a municipality or 
outside? 

Mrs. McMaken. It is inside the city limits. 

Mr. Rains. What price did you pay ? 

Mrs. McMaken. $8,990. 

Mr. Rarns. Was that two bedrooms or three ? 

Mrs. McMaken. Two. 

Mr. Rarns. What construction isit? Is it concrete block? 

Mrs. McMaken. Yes. I have a copy of the closing costs here. 

Mr. Rarns. We will want to see that later. 

Mr. Apponizio. What county is that in? 

Mrs. McMaken. Dade County. 

Mr. Apponizro. What city ? 

Mrs. McMaken. Miami. 

Mr. Ratns. Who is the builder of those homes ? 

Mrs. McMaxen. Art Bilt Homes, Ine. 

Mr. Rats. Here in Miami? 

Mrs. McMaken. Yes, sir. 

Mr. Ratns. Now go ahead and tell us what is wrong with the situa- 
tion out there. 

Mrs. McMaken. Well, we thought it was septic tanks, but it seems 
it is the fill that was put in. They have used lime rock, or shavings 
from lime rock, and it won't absorb the moisture from the septic t i 
We went to the VA, and they sent a Mr. Angelotte out to check it. 

Last spring, we kept calling the contractor, and he sent out a couple 
of colored people to dig holes at the end of the drain. Well, they 
didn’t fill them enough to do us any good. I mean in a few months it 
started back up again. Most of us were in the homes 2 or 3 months 
before the water started bubbling up in our yards. At the first of this 
year, my tank was stopped up and started backing up into the house, 
and there are just two in my family, my husband works all day, and 
I am gone most of the time, too, and I know there was nothing dropped 
in there to cause it to back up or anything, so I called Mr. Harris, 
and he said that the year was up, that he didn’t have to do anything 
about it, but then we went out to see Mr. Tatum, at the VA, and he 
sent Mr. Angelotte out to check it, and he did a very good job of 
checking. But that is the first time I have seen a VA inspector in that 
area, 
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Mr. Rarns. Of course, you were not at the home during its con- 
struction. You don’t know whether they inspected them or not? 

Mrs. McMaken. No. 

Mr. Rarns. Is that septic tank problem general in that subdivision ? 

Mrs. McMaken. Yes. Approximately a hundred out of the 168 
had trouble, and some of them have had wells dug, are having the 
trouble over again, and as time goes by, it seems to get worse. Some 
are coming out in the yard, some are coming back in the house. 

Mr. Rains. You mean some of the septic tanks are bubbling back 
up? 

Mrs. McMaken. Yes; ours would flush the commode and come up 
into the bathtub. 

Mr. Rains. Where is it going, on the lawns, streets, or where ? 

Mrs. McMaken. Most of them, it is coming up on the lawn. 

Mr. Rarns. What does the health officer of the city of Miami say 
about that? 

Mr. McMaken. We went to see Mr. Browman, and he said that 
there wasn’t anything he could do about it. He said the only thing 
is, if it wasn’t fixed, he would require the owners to fix it, because it 
is a health menace. But he said that he would advise us to take it to 
court and see who is responsible, and everybody we talked to has just 
passed it on to somebody else. They say it is the fault of the city in- 
spector, but the septic tank was put in according to the city code. It 
all boils down to the fact that the fill wouldn’t work and—— 

Mr. Deane. Are you still having trouble with it? 

Mrs. McMaken. Yes. 

Mr. Deane. Did I understand you to say that you moved in De- 
cember 14, 1951? 

Mrs. McMaken. No, 1950, because we have been in a year and 2 
months. 

Mr. Apponizio. Are you familiar with the building code in Miami? 

Mrs. McMaken. No; but I have talked to the city plumbing in- 
spector. 

Mr. Apponizio. Do they say that that was proper fill, that was used 
there ? 

Mrs. McMaken. Well, they said they didn’t know the reason for it. 
They didn’t know that it would not absorb it. 

Mr. Apponiz1o. How soon after you got into the home did this trou- 
ble start occurring ? 

Mrs. McMaken. Some people were in 1 month, some 2, and some 3. 
We called the contractor, and I had him out to my house twice and he 
said it isn’t bad enough, the septic-tank men will not fix that. When 
it got so that if we emptied a glass of water down the kitchen sink, 
it would come up in the yard, he decided to do something about it. 

Mr. Rains. What did he do about it? 

Mrs. McMaken. He sent a colored fellow to dig a trench. 

Mr. Ratns. Did that correct it in any way ? 

Mrs. McMaken. No. He was supposed to put ballast rock down 
there, but it has got an awful lot of dirt mixed in with it, and the col- 
ored fellow was about waist high. 

Mr. Deane. Since the time that this project was completed, have 
you had a hurricane or any rough weather in that area? 
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Mrs. McMaken. No. We had a hurricane before we moved in so 
they had to repair part of our walls, because they didn’t have the win- 
dows in. 

Mr. Deane. In other words, after the project was completed there 
was a hurricane ? 

Mrs. McMaken. While it was being completed. While they were 
working on it. Everybody we have talked to said we should take it 
to court. But we don’t know who we should sue and what we should 
do about it. It is a condition that has to be fixed because there are a 
lot of children out there, small ones, because it is all veterans, and a 
lot of people are beginning to sell the homes. They said if they 
could sell to anybody they ‘would get rid of them because it wotild 
cost too much to fix them up. 

Mr. Wronatt. How much filling did they put in around those 
houses ? 

Mrs. McMaken. Some have 3 feet and some as much as 6 feet. 

Mr. Wipnatt. All in limestone? 

Mrs. McMaken. The majority of it was. Last spring, Johnny 
Dankworth, from the city plumbing inspector’s office, was sent out to 
check the area, when we started having trouble, and then he was sent 
out again in February, when we made a complaint again. We would 
call Mr. Harris about it, and he said, “Well, the year is up, I don’t 
have to do anything now. 

Mr. Ratns. Do you know whether Mr. Harris, or whoever this 
builder is, is still building under the VA program here ? 

Mrs. McMaken. As far as I know, he is. 

Mr. Rains. You don’t know of any particular homes he is build- 
ing now? 

Mrs. McMaken. Well, there is some place in town, but I under- 
stand he has a contract to build homes at Fort Knox. 

Mr. Ratns. Fort Knox? 

Mrs. McMaken. Yes. 

Mr. Wipnatu. Was this a swampy area before they filled it in? 

Mrs. McMaken. It is very low in there. It is along the canal. 

Mr. Ratys. Do you know whether or not there was any engineering 
done prior to the location of this project on that type of soil; and 
using the septic tanks they did? 

Mrs. McMaken. I don’t know about that. Two of my neighbors 
told me that the man who installed the septic tanks told them that he 
had warned Mr. Harris that the fill wouldn’t work, but he told them 
to go ahead and put the septic tanks in anyway. 

Mr. Apponiz1o. Who was the man who installed the septic tanks? 

Mrs. McMaxen. I have that listed down here. It is Waldon and 
Whalen. 

Mr. Deane. Have you had a community meeting with any of your 
other neighbors to discuss this problem ? 

Mrs. McMaken. Yes; and they decided to let me do the talking 
because I have been around talking to different ones about this. 

Mr. Rarns. You are doing a £o0o0d job. Any other questions? 

We are going to check into that for you. We don’t know what the 
situation is. I will say this, that Mr. Lee, the State sanitation officer 
for the State of Florida, told us in Jacksonville that septic tanks, in 
his judgment, were never intended to be used except in rural areas as 
a disposal system, and that Florida’s soil was absolutely in many in- 
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stances not the type of soil in which septic tanks could be handled 
successfully. 

I think the time ought to come when the VA and FHA, when the 
presite engineering w ill be done by competent engineers, not only of 
the builders, but of the VA and FHA, so that these things can be 
avoided. 

Somehow or other, the fault seems to be not with the installation 
itself, but the type of soil that it is put in, and so forth; isn’t that right ? 

Mrs. McMaken. Yes. I have a copy of the plat that was sent to us 
after we moved in. We did not see one before we moved in. But it 
was sent to us after. And I have that here with me. 

Mr. Rains. A copy of what? 

Mrs. McMaken. The survey plat that was made of the area. 

Mr. Rarns. We would like to have you file that with the committee. 
Can you do that? 

Mrs. McMaken, If I may have it back. 

Mr. Rats. Let us see the preliminary work on the septic-tanks deal. 
Any other questions ? 

Mrs. McMaken. I have several pictures here that were taken while 
the houses were under construction, if you would like to look at them, 
too. 

Mr. Rains. They will be returned to you. Thank you very much for 
coming. We have a long list of witnesses and must move along. 
Thank you. 

Our next witness is Mr. Joseph Jabo, district commander, Veterans 
of Foreign Wars. 

Mr. Jazo. I want to correct that, Mr. Chairman. T am the assistant 
inspector general of the national. Tama past district commander. 


Mr. Rains. We are glad to have you, sir. Go right ahead. 


STATEMENT OF JOSEPH JABO, REPRESENTING VETERANS OF 
FOREIGN WARS, DEPARTMENT OF FLORIDA 


Mr. Jaso. Mr. Chairman, I don’t have any complaints at this time. 
All I want to say is this, that I have praised My. Parker for what 
good work he has been doing in this area. That is all T have to say. 

Mr. Rains. When you say the good work he has been doing, you 
mean the work he has been doing in aiding the veterans to get homes? 

Mr. Jano. That is right, for ‘what he has had to do with it. 

Mr. Rais. Has he been cooperative with your organization / 

Mr. Jano. Yes, he has. 

Mr. Rains. We are glad to have that statement. We appreciate 
it and I am sure Mr. Parker will appreciate it. 

Are there any questions? 

Mr. Deane. Are the veterans critical of the fact that their loans 
are not going through ? 

Mr. Jano. No, Thaven't heard anything about it. 

Mr. Deane. It has been indicated that thousands of loan applica- 
tions were pending, and money was short. You don’t have any com- 
plaints? 

Mr. Jano. No, sir, the few fellows that I had connection with, they 
got it through O. K. They don’t have any trouble. 

Mr. Deane. In other words, so far as the interest rate is concerned, 
you have taken a position on that? 
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Mr. Japo. Yes, sir. 

Mr. Deane. What is it? 

Mr. Jano. Well, as I told you a while ago, I haven’t had any com- 
plaints on anything. 

Mr. Deane. I mean, so far as the interest rate is concerned, do you 
think it should be increased to expedite the loans, or should it stay 
where it is? 

Mr. Jano. I think it should stay where it is. 

Mr. Coir. Do you have any recommendation with respect to leg- 
islation that the Congress might consider to help in this program? 

Mr. Jano. I should think So, yes. 

Mr. Coxe. If you care to, and desire to file a written statement about 
certain recommendations, which you think would be helpful to assist 
the veteran in the housing program, we would be happy to have you 
prepare such a statement and send it to the committee. 

Mr. Jano. Thank you, sir. 

Mr. Deane. One other question: It has been brought to our at- 
tention, at least to the attention of some of the members of the com- 
mittee, that it is almost impossible for a veteran to get a loan here in 
Florida. And I see heads nodding in the audience. 

Mr. Jano. Well, maybe they had more complaints than I had. I 
didn’t get anything on that order. 

Mr. Deane. You don’t know anything about these projects at all? 

Mr. Jano. No, sir, the only project that I did know something 
about. was that colored project at Opa Locka. I did go through 
there after the hurricane; the roofs were blown away, and those rocks 
that they had put on the tops of the houses blew off and broke up 
many glass windows. They shouldn’t put those in houses anyway. 


That isthe only project I know anything about. 

Mr. Rarxs. Thank you very much, sir. 

The next witness, whom I inadvertently skipped a moment ago, 
is Mr. Jerry Ganz, immediate past adjutant, Harvey W. Seeds Post. 
American Legion. 


STATEMENT OF JERRY GANZ, IMMEDIATE PAST ADJUTANT, 
HARVEY W. SEEDS POST, AMERICAN LEGION 


Mr. Ganz. Mr. Chairman, I have no particular problems here at 
the present time, but as the immediate past adjutant and service of- 
ficer, for the past 18 years, a lot of these complaints had been brought 
to my attention, and invariably, when they were, if they were to any 
extent, that is, I mean, when they involved a project and so on, 
our post immediately appointed a committee on that, and it was the 
duty of that committee then to handle that particular project. 

So we had one member of our post who is now dead, his name was 
mentioned here before, Mr. Simons, who was more or less the veterans 
housing chairman of our post for a number of years, from the time 
the GI housing project started. 

Mr. Rains. Do you get many complaints now ? 

Mr. Ganz. Well, I have not been adjutant for the past month. No; 
I have not received any recently. I will say in the last 6 months, 
I don’t think there were more than two or three. 

Mr. Rains. What is the membership of that post? 

Mr. Ganz. About 4,000. 
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Mr. Rats. Did you get good cooperation on the complaints that 
you had while you were adjutant? 

Mr. Ganz. So far as I recollect; yes, we did. Some of them I don’t 
believe were followed through as to the extent of the inspections, or 
the corrections that were made. A good many of the veterans, after 
they contact you, and you make the proper contact, or what you think 
is the proper contact, invariably you don’t hear from them any more. 
So we assume that the complaints might have been corrected. 

Mr. Rarns. Well, you are talking to men who know that. We have 
found out that when our constituents contact us in Washington, if 
we get the job done that they want, we don’t hear from them. And 
if we don’t, we continue to hear from them. 

Are there any questions ? 

Mr. Ganz. I have here at the present time, the present adjutant, 
Mr. James B. Heath. I don’t know whether he was on the agenda 


or not. 
Mr. Rains. Come around, Mr. Heath. 


STATEMENT OF JAMES B. HEATH, ADJUTANT, HARVEY W. SEEDS 
POST, AMERICAN LEGION 


Mr. Rains. You are now the adjutant of this post ? 

Mr. Hearn. Yes, sir. 

Mr. Rains. Go ahead 

Mr. Hearu. I would like to make a qualifying statement. I am 
not an expert. I have one case here that has to do with an overcharge. 
It is quite a lengthy letter, with a contract, and I would just like to 
turn it over to the committee. It is rather vitriolic; a $2,700 
overcharge. 

Mr. Core. Are all the facts set out in the letter ? 

Mr. Hearn. I believe they are. 

Mr. Rarns. May we have the letter ¢ 

Mr. Hearn. Yes, sir. 

Mr. Rains. You may leave it with us. 

(The matter referred to above is as follows:) 


Marcu 10, 1952. 
Mr. JAMES HEATH, 
Adjutant General, 
Harvey Seeds Post of the American Legion. 

Dear Sir: In regards to our telephone call yesterday evening, here are a few 
of the pertinent facts concerning the overcharge of $2,700 made by Mitchell 
Shapo, real-estate salesman, at the time of purchasing my home under the GI 
loan plan. Enclosed is a copy of a recent letter from Herbert S. Phillips, United 
States district attorney, and the following is my answer to him as well as a brief 
explanation of what has taken place. 

In acknowledgement of your letter of March 4, 1952, I make the following 
objections to your judgment. By all that is right and just, the $2,700 was defi- 
nitely an overcharge and actually stolen from me by Shapo and I defy you or 
anyone else to tell me different. If the law here says different, it is not telling 
the truth, is unjust, and is being used to cover up for unscrupulous people whe 
are using it for their own greedy gains . I intend to prosecute this case to the 
limit, as it is time all the people know what is going on around them and put 
a stop to it. As far as I can see this case has been a frame-up from the start 
and right on down the line. I brought the matter up years ago, only to be given 
contradictory reasons for no action being taken to regain my money. The hous- 
ing expediters said the house was built in 1944 and did not come under the 
Veterans Act. The VA said first, “we can do nothing as the crime is against 
you. See a lawyer and file suit in civil court.” Then the statute of limitations 
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had been exceeded. See the district attorney, no action. Then after the Wash- 
ington VA requests a report from the Miami regional office, they send up a report 
making it look like there was furniture involved, that being the reason for an 
overcharge. Then the trial was whitewashed. Now the D. A. judges his verdict 
on the outcome of a phony trial. No wonder people are getting less and Jess 
respect for the law if this is the way it is being used. 

In my letter to Fred Botts, I explained that I was charged $10,500 for my 
house by the so-called real-estate salesman, Mitchell Shapo, and the Veterans’ 
Administration had it appraised for only $7,800, as you know. After the letter 
laid in Mr. Bott’s office for quite some time, it was finally returned to me at my 
request and i was told that no action could be taken. If you recall in Shapo’s 
testimony, he stated and I quote; Question: “Is it not true that it is the condi- 
tion, that the sale price is the same as the appraisal price?’ Shapo’s answer: 
“That is not correct. I have been told time and again by officials that all they 
are interested in is that they shall not guarantee more than the appraisal price 
of the property. All mortgage companies instruct them to make separate con- 
tracts, I don’t care who it is.” Question: “It is not your understanding that the 
cost of the house was to be the same as the appraisal price?’ Answer: “No, sir, 
never.” In other words according to this salesman the appraisal price had no 
bearing whatsoever on the price of a house sold to a veteran under a GI loan, 
If that be true, why did I not get a copy of the appraisal report at time of pur- 
chase? They didn’t hesitate to slap on an appraisal fee of $25 in the closing costs 
mixed in with a lot of other various charges. I didn’t see this report until I 
went to the VA to investigate the matter on the advice of a friend and then I had 
to sign papers to take my file out so that I could have some photostat copies 
made of the report at my own expense. I was told by Shapo that the $2,700 
cash I paid him would be applied as a down payment on the house and that it 
would appear on the closing statement. 1 asked him for a receipt for the money 
and he proceeded to type up the herein enclosed agreement. At the time my wife 
and his wife were talking and after he finished typing the receipt, which he said 
would serve as a temporary receipt until the mortgage statement came through, 
he gave it to me to read and to this day I can’t understand how I ever was so 
stupid as to sign it. Ll asked him what was the reason for this agreement when 
an ordinary receipt would suffice and I recollect him saying something about that 
was the way he had to do it as the loan was for only $7,800 and the house cost 
$10,500. CGullible as I was it never dawned on me that anything was wrong as 
I was paying only $10,500, the price he asked for the house. I figured it was a 
receipt and covered the money paid and as he promised to include the amount 
($2,700) in the closing statement as a down payment, at the time I suspected 
nothing wrong. The rights and privileges and word “furnishings” he stipulates 
in the agreement, never existed. He explained this in his testimony by saying: 
Question: “Would you tell me then what you did mean by furnishings?” An- 
swer: “Whatever was in the house—I would presume, kitchen cabinets, medi- 
cine cabinets, is my interpretation of the word ‘furnishings,’ but never by any 
stretch of the imagination, any household furniture or anything like it,” so he 
and his lawyer tried to convince the court (consisted of a master) that the extra 
charge of $2,700 was for the privilege of taking immediate possession. Do you 
consider this a legitimate charge’ The house was vacant for 8 months prior to 
my purchase. When I mentioned the word “court” I mean the court that existed, 
a closed affair in Mr. Perkins’ office. If this were taken and aired before the 
public and a jury it wouldn’t get to first base, lam sure. And you can be sure it is 
going before the public. If the people say I am wrong, after they have heard 
all the facts, then and only then will I accept their judgment, but until such time 
I defy any individual, closed court, group, to say that I am wrong and that the 
$2,700 is not justly due me. 

No one can deny that I have paid $10,500 for a house that was supposed to be 
sold to a veteran for $7,800, and such is stated under the law no matter how you 
try to twist it. Let me quote: “Whoever knowingly makes, effects, or partici- 
pates in a sale of any property to a veteran for a consideration in excess of the 
reasonable value of such property as determined by proper appraisal made by 
an appraiser designated by the Administrator shall, if the veteran pays for such 
property in whole or in part with proceeds of a loan guaranteed by the Veterans’ 
Administration under section 501, 502, or 503 of this title, be liable for three 
times the amount of such excess consideration irrespective of whether such 
person has received any part thereof.” This is as clear as the nose on your face, 
how anyone or any judgment can assume anything different indicates something 
wrong. 
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After the district attorney in Miami failed to do anything, I brought suit in 
civil court, which is part of our law system and lawyers are supposed to be 
legitimate. My lawyer sued for fraud, the separate agreement for $2,700 claimed 
valid by Shapo was a fraud, as Shapo neither applied it to the down payment on 
the house or gave me anything for the money. In other words, I paid $2,700 for 
an agreement in which the stipulated terms were nonexistent. This, I was told 
by my lawyer, who is supposed to know, constituted a fraud. This is why he 
advised me to testify as we did. The amendment stated above was not in 
existence at the time of this suit (approved September 13, 1951) and conse- 
quently my lawyer was trying to fight the case with the legal tools available or 
else it was a frame-up to put me in “bad light” as you stated. Prior to the case 
I argued against this stand, but after all Iam not a lawyer, and a client generally 
goes by what his lawyer tells him. After the trial was dismissed, I threatened 
to bring further suit. My papers were held up by the master. The verdict of 
the master was never filed in the court records and as near as I could find out from 
Mr. Perkins we lost the case because fraud was not successfully proven. <A real 
estate investigator, one Mr. Edward Curry, sat in on the hearings and who 
represents the real estate commission. He was supposed to investigate Shapo, to 
see if he did any wrong, but from judging his actions and our neighbors he 
made a little side deal with Shapo. 

Now, in the recent investigation by the district attorney again, he makes his 
judgment on this case. In Shapo’s testimony he has lied, but in the main the 
fact remains that I paid $10,500 for a house priced by the VA at $7,800 and 
had $2,700 stolen from me. You or no one else can deny that fact no matter how 
you try to whitewash it. ; 

This concludes a general explanation of what has taken place and my answer 
to the district attorney. I am sure you will agree with me that I have legitimate 
claim for the $2,700 to be returned to me plus interest since the time of purchase. 
I will be glad to talk with you so that action will be taken. Any further details 
needed will be gladly submitted for your inspection. Please call me at your 
leisure around 5:30 p. m. if you desire to arrange an interview. I think this 
should be published in the paper so that the public will profit by reading how 
these swindles are manipulated and that they will guard against any such deals. 

Thanking you for your interest and will look forward to meeting you. I remain, 

Sincerely, 
’ GeorGE D. HOEHNE. 


AGREEMENT BETWEEN GEORGE G. HOEHNE AND MITCHELL SHAPO 


Made this 6th day of November 1946 A. D.: 

Witnesseth : 

Whereas the parties have this day entered into a contract for the purchase and 
sale of premises known as 231 N. W. 66th. Ave., Miami, Fla., and it is under- 
stood and agreed that the said contract covers the real estate only and that 
other rights and privileges thereunto pertaining have a separate and additional 
value; 

And, whereas, it is agreed that the electrical equipment and all other furnish- 
ings in the house, together with the privilege of taking immediate possession when 
agreed by the parties, and including payment of all closing charges and title 
insurance by the seller have an agreed valuation of two thousand seven hundred 
dollars ($2,700.00) ; 

And, whereas, the buyer hereby deposits the sum of two thousand dollars 
($2,000.00), of Which $200.00 is shown on the deposit receipt covering the real 
estate ; 

Now, therefore, in consideration of the benefits moving to the respective 
parties, it is hereby agreed that the seller is selling and the buyer is buying 
the rights, privileges, and benefits herein set forth, and that the buyer will pay 
the balance of $700.00 within 10 days from date hereof, it being understood that 
any deposit will be returned only if approval of the real estate contract is not 
secured or in event the GI mortgage is not arranged. 

In witness whereof the parties hereto have set their hands and seals as of 
the date first above written. 

(Signed) Grorce G. HofHNe. 
MITCHELL SHAPO. 
Nov. 18, 1946. 
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Received from George Hoehne the sum of seven hundred dollars, being tne 
balance of cash due under contract dated November 6, 1946. 


(Signed) MITrcHELL SHAPO, 
Certified a true copy. 
By GeorGe G. HoEHNE. 


Mr. Hearn. Then I have a complaint from a number of veterans 
who built homes in Sun Deck Village. That is in Hialeah. The 
builder was Mr. Valenti. They have to do with flooring. It is the 
contention of the veterans who have talked to me that they had paid 
$200 to have this type of flooring installed, that it wasn’t installed 
according to specifications, that upon complaint the builder offered 
to put some sort of a substitute in, but didn’t fulfill the specifications 
as called for. 

I would like to show you the pictures of the flooring. 

Mr. Rains. This is located in Hialeah ? 

Mr. Hearn. Yes, sir. 

Mr. Rarns. Do you know about how many homes in the particular 
project or development ? 

Mr. Hearn. Around seven or eight hundred. 

Mr. Rains. And when were these homes constructed ? 

Mr. Hearn. Well, they started some time around 1946 or 1947, I 
believe, and they finished around 1950 or 1951. 

Mr. Rains. When were these photographs made then ? 

Mr. Hearn. In 1950. 

Mr. Rains. About 4 years later, then, is that about right? 

Mr. Hearn. If they were made in 1950 that is—no, my particular 
complainant bought his home in 1949, 

Mr. Rains. Is the floor of the particular complainant that you are 
talking about shown here ? 

Mr. Hearn. He is here and can speak. 

Mr. Kirkland D. Wilson. 

Mr. Witson. Yes. 

Mr. Rains. Is your floor shown here? 

Mr. Witson. Yes, sir; as they are today. 

Mr. Rains. Since you got your name in the record, let me ask you 
this: How long after you moved in did your floor get in this condition ? 

Mr. Witson. I moved in the Ist of June 1950, and in August 1950 
the floors came up clear in the middle of the house. It started in the 
middle, between the bathroom, the living room, and the two bedrooms. 
Since that time, they come up all around the house, and all the blocks 
had to be removed to get in and out the doors. And I have some 
letters here on file from several other people, and the one person had 
to have an ambulance come up and remove somebody, and the ambu- 
lance driver had to remove the blocks so they could get the person out 
of the door and into the ambulance. 

Mr. Coie. The statement was made that the floors were not laid 
according to specifications. Do you make that statement ¢ 

Mr. Witson. Yes; I do. I didn’t know it at the time. Naturally, 
] have a damage suit in the civil court of record in Dade County. But 
there are many other people out there who don’t have a suit. And 
there are many of the people who—well they just don’t know where 
they are going. 

Mr. Corr. How do you know they were not installed according to 
specifications ? 
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Mr. Wirson. I went to the Dade County Department of Water, I 
believe it is, to find out if the property was on high ground, and he 
told me how many feet above sea level it was, and above the water 
table. But he told me to go down to the building and zoning depart- 
ment to find out the requirements of a concrete slab, so I went down 
and talked to Mr. Hill, and he read me specifications out of the county 
book, and I finally got hold of a blueprint that the builder had on file 
with the county, and they showed specifications there. 

In the meantime we got in touch with the VA—many people got in 
touch with the VA about it and they didn’t seem to be able to do 
anything. Well, after I—I will have to say “I,” I don’t like to use 
that word—but we found the specifications of the cement slab ac- 
cording to the Veterans’ Administration, and the blueprints on file 
with Mr. Tatum showed a sand and rock fill, a waterproofing mem- 
brane, wire mesh, and 4 inches of concrete. 

Now, that differs in Jacksonville and Miami, between what they 
call waterproofing membrane. Up in Jacksonville I believe they 
specify certain types of felt. In the Miami area, it is called water- 
proofing membrane. 

Well, to make a long story short, I dug a hole through the concrete 
slab. There was absolutely no 80-pound felt, which was supposed to 
be in the slab, according to the man’s blueprint. 

Mr. Rains. In other words, was that under the cement or not ? 

Mr. Wirson. That wasn’t. 

Mr. Ratns. Well, what you are telling us, then, is that it wasn’t 
laid according to the plans and specifications. 

Mr. Witson. No, sir. 

Mr. Rains. We have an architect with us on this.committee and we 


are going to ask him to look at this particular home. Thank you 
very much. 

Do you have anything further, Mr. Heath / 

Mr. Hearn. That is all. 

Mr. Rarns. I understand the gentleman who built this home is in 
the audience. Do you want to testify / 


STATEMENT OF WILLIAM E. MURRAY, HIALEAH, FLA. 


Mr. Murray. My name is William E. Murray, 811 East Sixteenth 
Place, Hialeah. I am associated with the Florida Sundeck Homes, 
after having spent 25 years on the Hill in Washington. 

Mr. Rarns. Yes, I recognized you. 

Mr. Murray. I thought you did. 

I want to talk to you about these floors. We have had some trou- 
ble with the wooden floors which were put in these houses. I want to 
start out by telling you they were optional with the buyer. We put in 
a tile floor. The contractor on these particular floors had been put- 
ting in floors and floors and floors on this particular slab. I would 
say probably 300 floors, asphalt tile floors. He then tried to sell us 
spruce parquet flooring. 

Mr. Rartns. Who did that? 

Mr. Murray. The flooring contractor. 

Before Florida Sun Deck Homes would accept any of the floor- 
ing, they wanted to know of him if this flooring would stand up, and 
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he told them very definitely, Mr. Valenti, the president, and Mr. Pal- 
mer the vice president, and myself, that it would. 

Now, mind you, we are not hardwood flooring people. This flooring 
contractor was a flooring expert. He told us he had put them in. We 
took it up with the Veterans’ Administration to find out about an 
additional appraisal, in the event the veteran—— 

Mr. Apponizio. If I may ask, how long has your company been 
in the building business ¢ 

Mr. Murray. Since 1946. 

Mr. Apponizio. And you say you are not experts on flooring ? 

Mr. Murray. On hardwood flooring, we are not. We are solid 
reinforced concrete men. 

Mr. Apponizi0. I see. All right. 

Mr. Murray. We took it up with the Veterans’ Administration and 
they said in the event the veteran wanted the hardwood floor, by pay- 
ing an additional $250, he could have it put in. It wasn’t forced on 
him. He could have it put in. 

So the flooring went in, in some houses—not all of them, but in 
some of them. 

Immediately after those floors got in there they started to buckle. 
And the buckles came up in the most peculiar places you ever saw 
in your life. So we got the flooring contractor out there. He cut a 
border around all of the floors in all of the rooms to take care of the 
expansion of those floors. We asked him why those floors acted like 
that, and his reply was: “When the veteran hasn’t got sense enough 
to close his doors and windows when it rains and the rain comes in, it 
is his tough luck.” 

Noanswer. We got to get it fixed up. So we started fixing up these 
floors as best we could, cutting them down. Then we took it up with 
the Bruce Flooring Co., and it was our impression, up to this time, 
that the Bruce Flooring Co. was quite a reliable institution, and that 
they would see to it that the veterans had good floors when they were 
bought and paid for for $250. So their representative came down here 
and listened, and all he had to say was: “Well, they left the windows 
open, and the doors, or else they went out and mopped it up with water, 
which you can’t do on a parquet floor, and it popped up.” 

Realizing the seriousness—— 

Mr. Corn. Let me interrupt you. 

Mr. Murray. Yes, sir. 

Mr. Corr. The young man whe testified prior to you said that the 
floors were not put in according to plans and specifications. Do you 
have any comment with respect to that? 

Mr. Murray. Congressman, I haven’t seen every one of those floors. 
Some of you gentlemen have known me for years and years, and you 
know the only thing in the world IT have got to trade on is my in- 
tegrity. Ican say to you that I have never seen a floor over there that 
didn’t have the waterproof membrane down there. Now, there may 
have been. But if there was, I didn’t see it, the county inspectors didn’t 
see it, the inspector which was in charge for the Veterans’ Administra- 
tion did not see it. 

There may be some place where he went down and did not find that 
paper, but T have grave doubts about it. Now we made all the 
veterans this proposition: “If you will pay for your floor”—and in- 
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cidentally there is quite a number of veterans that never have paid us 
for the floor. Quite a few of them. I can put the list in the record, if 
[have to, but I don’t want to reflect on these veterans. They have only 
paid a portion of that $250 to us, for these floors, which they are kick- 
ing about. 

Mr. Corz. That was a separate cost ? 

Mr. Murray. That was a separate cost, yes, sir. Now, we told them 
we do this 

Mr. Coir. One thing more: Is that a part of the mortgage, that 
$250, guaranteed by the VA? Or is that a legal question ? 

Mr. Murray. The situation on that was this: The mortgage was 
for, originally, $7,550, and they were sold on prior commitment to 
Fannie May. 

After the floors went in, the mortgage could be increased $250, but 
in order to still sell the mortgage to Fannie May, it was necessary for 
the lender to kill the old commitments, and buy new commitments for 
that difference in the money. Therefore, we said, “We will take care 
of it ourselves.” 

Now, we have told every one of these veterans that we will do this 
for them: “We will take up that floor, if you will pay us what you 
have agreed to pay us, give you a brand new floor that you can pick 
out, among the best asphi alt tile available, or we will put that floor 
down again for you, and from now on out it is your responsibility.’ 

Now, the charges have been made by the expert here, that these 
floors were not put down there according to the specifications. 

I want to brand that as an absolute falsehood. Those floors, parquet 
floors, of Florida Sun Deck Homes, were put down according to the 
standard specifications of the National Hardwood Association of 
America. 

Now, | want to ask you gentlemen this: Can anything be more fair 
than to say to these veterans, including about 27 of them that haven’t 
paid one dime on their flooring, “We will take up that flooring for 
you when you pay us what you owe us, and will give you your choice 
of a good asphalt tile floor, or we will put this hardwood floor back 
exactly according to the specifications of the Hardwood Association, 
and from that time on it is your floor.” Is there anything wrong with 
that? I don’t think there is. 

Are there any questions ? 

Mr. Wipnatt. Did the Florida Sun Deck Homes Co. get a promise 
or any note from these buyers / 

Mr. Murray. Yes, sir, some of them we did, where they didn’t have 
the money. And the additional money, it was tough on them. We 
said, “Give us your note. We will take your note. And we will 
earry it.” They couldn't get it any place else. What is wrong with 
that, Congressman ? 

Mr. Wipnat. Well, you waived the cash at the time, from some 
of these purchases, in favor of the note? 

Mr. Murray. No, that is not altogether true. In some of them, yes. 
In some of them they wouldn’t pay us anything. We have got some 
notes. Certainly. Some of them we haven’t gotten a dime out of 
them. But they had to pay somebody. They either had to pay the 
lender, or they had to pay the man who put in the hardwood flooring, 
or they had to pay us. We said we will let them have the money. 
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Mr. Apponizio. May I ask what was the background, or the qualifi- 
cations that the officers of your company might have had to make 
them feel they were qualified builders in 1946? 

Mr. Murray. Yes. I am awful glad you brought that up. 

Mr. Palmer, who is the president and secretary of the corporation, 
has been in the concrete and electrical contracting business for many, 
many years. He helped build and was the superintendent, on a good 
share of the se\vage systems of New York, the great big ones, the 
20-foot deals, the subways in New York, and the putting in of airports. 

Mr. Valenti could be described as the man who comes from a hard 
concrete family, generations back. His father before him was a 
pioneer in the building of reinforced concrete steel houses. Mr. Va- 
lenti, in New York, all his life, out on Long Island, has been building 
houses, trying to build concrete houses out there, building apartments, 
building garages. They are no amateurs in that business. 

I am not a builder, but from my background, when I wasn’t up 
on the Hill—I was secretary, as you probably recall, to the Home 
Loan Bank Board when it was set up. 

Mr. Deane. May I ask, how many homes are there in this Sun Deck 
area ¢ 

Mr. Mcrray. I don’t want to confuse the committee at all. What 
you want to know, I am sure, is how many houses we have built. 

Mr. Deane. Yes. 

Mr. Murray. We have three different settlements or developments 
up there. One is called Sun Deck Homes, one Sun Deck Village, and 
one a Sun Tan Village, and they are all in one area. The total number 
of houses, Congressman, is 1,500. 

Mr. Deane. You built the homes and then sold them ? 

Mr. Murray. Yes, sir. 

Mr. Apponizio. What was the price range / 

Mr. Murray. $7,550 up to $7,900. 

Mr. Deane. When the VA inspected these homes, did they inspect 
2ach home ¢ 

Mr. Murray. Oh, yes, absolutely. We got to have it, Congressman. 

Mr. Deans. Who was the inspector on the particular project which 
was mentioned by this gentleman / 

Mr. Murray. I can’t tell you who inspected Mr. Wilson’s house, 
without looking it up, but it was either a Mr. Jenks or Mr. Curtis 
Anderson, one or the other. 

Mr. Coir. Are parquet floors used extensively here in this area, or 
is it a new use / 

Mr. Murray. No, they are not used extensively, here. They started 
in with an economy hardwood floor. We weren’t the only ones. They 
sold it to quite a few people. And then when this trouble started, it 
was discouraged, very frankly, by the Veterans’ Administration, and 
also by the Federal Housing Administration. 

Mr. Cote. Are any of the builders now putting parquet floors in 
home, so far as you know? 

Mr. Murray. So far as I know, Congressman, there is not a de- 
velopment builder in this area that will have anything to do with them 
today. 

Mr. Deane. Leaving a window open and allowing rain to come in, 
would that have the effect that you indicated ? 
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Mr. Morray. Congressman, I think that if you leave your windows 
open, down here, and your doors open, and you have a sudden rain 
come in, you will have some water in your house and it may cause 
damage to the flooring. 

But what I want to point out is this: That flooring manufacturers, 
who have lived with this all of their lives, flooring contractors who 
have lived with it all their lives and who know this area down here, 
‘annot expect a veteran, or his wife, to keep that house closed up when 
they are away from it, every single minute of the day. It just isn’t 
right. 

Mr. Deane. Do I understand that, so far as these floors are con- 
cerned, you took the word of a flooring contractor, and you rested 
you decision on his decison in the placing of these floors 4 

Mr. Murray. We placed it on him entirely, on the grounds that he 
was putting in asphalt tile floors in those houses, and he knew all 
of the conditions of them. 

Mr. Deane. I believe you gave his name. 

Mr. Murray. Rowell Flooring Co. 

Mr. Deane. We can’t solve each individual veteran’s case, but the 
gentleman who just preceded you, has he brought this problem to 
your attention ? 

Mr. Murray. He has brought it to our attention and we have told 
him what he can do. He is suing us in a court of equity. And when 
we get into the court, I think we will find out whether he is right 
or whether we areright. I think it isthe American way to do it. 

Mr. Wipnaut. Did you have charge of pouring the concrete under- 
neath the doors ? 

Mr. Murray. We build a peculiar-type house. It is not a house 
which you probably have ever seen before. It is a reinforced-con- 
crete house from footings clear up. It is the only house that went 
through the hurricanes down here with no damage to it. It is a con- 
crete roof, concrete floor, concrete walls, concrete partitions, and we 
do the concrete work. It is not subbed out. 

Mr. Wipnau. So that the concrete slabs underneath the floor 
‘would have been laid under your direct supervision ? 

Mr. Murray. That is right. 

Mr. Wipnati. Did the specifications call for a felt base ? 

Mr. Murray. They didn’t call for a felt base. They called for a 
waterproof membrane. 

Mr. Apponizio. Mr. Murray, you said that you made certain over- 
tures to these veterans owning these homes, concerning their floors, 
saying that you were willing to make certain corrections. Have any 
of these actually taken place ? 

Mr. Murray. A few. But could I have permission, Mr. Chairman, 
to go ahead and put into the record the offer which we have made to 
each one of these veterans ? 

Mr. Deane. You may have that right. 

Mr. Murray. I would appreciate it very much. 

Mr. Apponizio. I would like to know how many took advantage 
of this. 

Mr. Murray. Let me put into the record the whole statistical pic- 
ture of it. 

Mr. Apponizio. All right. 
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Mr. Murray. I don’t want to put in the names of the people who 
didn’t pay. There is no need of embarrassing them. But it just 
isn’t right. But I will give you the statistics of the number of floors, 
the number of times we repaired them, and I will also put in the 
number of thousands of dollars we spent on each one of those houses 
to go ahead and make those floors livable. 

Mr. Wipnatyi. Was the concrete dry when the floor was laid ? 

Mr. Murray. Oh, sure: well cured. 

Mr. Wipnatt. About how long after your concrete slabs were in 
did they lay the flooring ? 

Mr. Murray. I would say about 50 days. It is the last thing that 
goes inthe house. And the slab is the first thing that goes down. 

Mr. Deane. The next witness is Mr. W. T. Smith, chairman of the 
Miami Building Trades Council. 


STATEMENT OF W. T. SMITH, CHAIRMAN, MIAMI BUILDING 
TRADES COUNCIL 


Mr. Deane. Give your name to the reporter and then make any 
statement you wish to make. 

Mr. Sairn. My name is Tom Smith, chairman of the building trades 
council, 

In making a summary of the complaints and conditions existing in 
Dade County, over the past several years, in trying to analyze these 
complaints, and trying to understand the contractor’s willingness, in 
many, many cases to adjust these complaints, and to settle their griev- 
ances, in our minds, simmers down to one thing : Inadequate, improper, 
and unqualified supervision and inspection. 

Mr. Corr. Did you say supervision and inspection ? 

Mr. Smiru. Yes, I would say that, to the different agencies. 

It would be useless to send a man out, you might say a book-learned 
man 

Mr. Coir. Are you talking now about both agencies? 

Mr. Smirn. Iam speaking in general of the housing conditions that 
are in Dade County. It is foolish to send out men to inspect different 
classes of work that are not qualified in the practical sense. 

Mr. Coie. I must press that a little bit. There are two or three 
different agencies inspecting. 

Mr. Smirn. Veterans. 

Mr. Corte. Veterans. 

Mr. Smrru. And FHA. 

Mr. Coir. Dade County, and no doubt the municipality. 

Mr. Smrru. Are you speaking of the inspection here? 

Mr. Cote. Yes. Are you speaking of all four of those agencies 
generally ¢ 

Mr. Smirn. Mr. Congressman, to inspect and try to make a com- 
parison of the existing codes in the city of Miami and Dade County 
at the present time—I am working as a citizen of Miami on a new 
revised code, which, to a certain extent, is done with the design of 
bettering the structural design, the structure being built, the materials 
being used, then what has been used in the past. So I can’t see where 
the veterans or the FHA can make a comparison of the qualifications 
of the code. I believe the veterans should set up their own codes and 
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specifications, and likewise the FHA. Why should they rely on the 
codes in the area:‘to regulate the business which they control 

Mr. Corr. I don’t know whether they do or not. I just assumed 
that they did not do that. Proceed. 

Mr. Suirn. In assuming that we send out men that are qualified 
to make inspections, a man doesn’t have to refer to a book to see what 
type of steel is in a foundation, if it is specified in either the veterans 
or FHA housing specifications. He knows from his past experience 
which is the proof of sound construction, not theorizing. 

We will start at the bottom of a house, the foundation. It doesn’t 
require practice or an experienced man to look at a hole or trench 
to see whether it is dug to the minimum requirements, say, every 
10 inches deep and 20 inches wide. A man doesn’t read that in the 
book and know how to carry it out unless he is qualified. 

But we have found, in some of these projects—and we are not here 
to castigate any contractor or any administration, we are trying to put 
the facts before the committee. as we find them and see them, because 
we realize there are many evils existing on both sides, and even so far 
as our workmen are concerned, and that condition is brought about 
through various factors that enter into the building industry. 

But starting with the foundation, if the proper inspection is given, 
to the digging of the trench, the placing of the steel, and the pouring 
of the concrete, as it is so specified in these various specifications, that 
should be inspected and it should pass the minimum requirements as 
outlined in those plans. 

Going farther, on the inspection of these foundations, are the grades 
that are not established on a level but allowed to vary as much as 8 
inches, creates an insufficient, unstable, unbalanced structure. We 
find that exists. 

In following through, up to the subfloor, where the termite cap is 
placed to receive the termite shield, in many instances they have used 
substitutes, such as felt, and felt disintegrates and crystallizes, where it 
calls for metals, noncorrosive, and that we blame on unqualified 
inspection. 

But we proceed then with the subfloor, the joists, the bridging of the 
floor, using 6-4 and 6-5 nails to nail bridging to the joists which creates 
weakness in the floor, whereas the bridging is designed to strengthen 
the floor, for stress and strain, and to equalize the stress throughout 
the floor, which creates bad floors, whether it be hardwod floors or pine 
wood floors. 

Proceeding further: We come to the studding. A carpenter doesn’t 
have to be told to place two 16-penny spikes to the plate, on top, or to 
nail his plate on the joist. He doesn’t read that in a book. It is ac- 
quired from years of experience, that a book doesn’t tell you about, 
because theory is a thing that we put into practice to approve or 
disapprove. 

In many instances, allowing the construction of that type where one 
16-penny nail is used instead of two, and putting the plate on top of 
these partitions, they are only nailed to be held in place and not to 
strengthen the studding. 

Likewise the fire cuts. The fire cuts, between studding, to prevent 
the spread and upward trend of a fire. It has a dual purpose, like- 
wise. One is to stop fire, if it goes in that direction. And likewise it 
strengthens the lateral rigidity of the studding. 
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We find omissions in that, due to lack of proper inspection. We 
continue on up through the project, and we find. the same thing in pour- 
ing the concrete beam. I think that there is a minimum requirement, 
because of height, of a 10-inch beam te be used. We even find the 
improper placing of steel in those beams, as a factor that weakens the 
structure. And these theories, these specifications as they are written, 
are sound. We feel that they are sound. We feel that they have been 
proved from time to time. 

But there is another factor that comes into the thing. When the 
ceiling joists are placed from the studding to the wall, and they pro- 
ceed with the rafters, we find that the metal anchors that are placed in 
concrete are allowed to be bent as much as 2 inches to reach over to the 
rafters which they are to secure. What happensinastorm? If there 
is an upward burst of pressure under the eaves, it has the tendency to 
lift that, because it has no play. That play that is allowed by the 
anchor being exended and bent over to meet that, creates a weakness in 
the structure. We realize that is due to improper supervision and 
Inspection. 

After the roof is erected, the joining of the columns and the jacks, 
at the ridge, we find that the elimination of collar braces is another 
factor that weakens the roof and creates a sag; and creates a tend- 
ency to wrack the whole structure. Because if the weight is dis- 
tributed equally, there is no certain strain on a certain point. They 
are designed that way to relieve strain on any particular point. 

I heard the previous speaker say that we have cracks. Yes, we have 
cracks in Fiorida, and if they find out and go through from the outside 
to the interior they will find that the cracks in many cases, where they 
are properly constructed, don’t exist and that they are superficial 
cracks in the plaster, because of the absorption of moisture and the 
contraction and expansion of that plaster. 

But leaving the roof in the rough and coming down to the sheeting, 
there is a thing where we find there is great evil, and it applies to the 
studding—the practice that is used, and I won't say by the majority— 
and that is piecemeal, or giving out so much for laying the floor deck, 
so much out for laying the roof deck, and where sheeting, 2 by 6, 
alls for two tenpenny nails, it is easy to drive an eight quicker than to 
drive a ten. 

These are practices that have a tendency to lower the quality of these 
buildings. If the proper inspection was used and exercised, and the 
man got on the roof and looked occasionally, instead of looking from 
outside in the street or maybe from the inside, they would find these 
defects and weaknesses. 

Continuing on down, the valleys and the gutters of the roof, we 
have a specification in this area that has been changed many times, 
but I think the one we have at the present time, of nail capping at 
least every square foot, and mopping on your 90-pound felt. is one 
that has been proven to meet the needs in this area. 

On flat-top decks—I can speak of this officially as one of the repre- 
sentatives on the city code—we have gone to many extremes to find 
answers to why roofs blow off, and we have arrived, particularly 
on flat tops, to where the gravel strip and the drip strip has been 
nailed on the top but not the side. Today it is recommended to be 
on both surfaces, and anchoring the strip and the gravel strip, so 
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that the upward pressure or the downward pressure doesn’t affect 
the drip strip, because that is where the weakness is on the roof. 

Getting back to the other roofs, we do have a fact in the picture, 
which is tile; there certainly could be a lot done to check the type 
of tile, its strength, and its uses under actual tests. When storms hit 
this area, it shows the weaknesses in the tiles. If they are made under 
rigid specifications, and the different agencies check—and_ check 
concrete and concrete tile—it will show the weaknesses that exist, and 
which only come out if a storm happens to hit that area. 

One of your previous speakers said we had churches and industrial 
buildings. Yes, we do. But I think that the administration of the 
veterans, here, is to protect their interest, because what they have 
had has been a meager amount, and as a taxpayer I would like to say 
this: While I am not paying directly I am indirectly subsidizing that 
veteran, I am paying into my Government, and I feel that the veteran 
should be protected, and the FHA owner should be protected like- 
wise. 

I might say this: You asked about foreclosures. Your foreclosures 
today are at a minimum, But you can look through the picture and 
see why they are at a minimum. If these same veterans had to vacate 
their homes because of foreclosures, they couldn’t begin to rent a unit 
like they have for twice what they are paying on their mortgage. 

Even with the bad condition that may exist, even with the inferior 
workmanship and materials, they are still getting by cheaper than 
they would be able to go out and rent on the open market. 

But to continue on through, the inspection as we find it, it has a 
lot to do with these complaints. We have left the roof, we have left 
the tile, we have left the structure design—if all of these factors that 
are written in these specifications were adhered to and followed out, 
it would reduce many of the complaints. 

I might say this, on the overhang of the average homes, the eaves, 
where wood is used, it certainly should be to the advantage of the 
FHA and VA, and of the contractor, to see that seasoned, kiln-dried 
wood is used and properly treated and primed before it is placed 
there. It is foolish to think that you can buy green lumber—as pre- 
viously stated they take a saturation test occasionally with a meter. 
Well, I don’t know if they have done it. I won’t contradict them. 
But I think some of the—it just doesn’t add up. 

But when that green lumber is primed, with a moisture content 
of 60 percent, and primed with oils, it is certainly reasonable to be- 
lieve that oil will not stick to that type of lumber. But that is still 
used on the exposed surfaces. 

We can understand that if green lumber is used in the interior, that 
time dries out that lumber. But when it is used on the exterior, the 
paint doesn’t adhere to it. Then too, following along with the paint, 
many of the practices that have been permitted have been the reducing 
of paint pigments, which is the life of the paint, by solvents, that 
should not be used because they are not common with that type of 
pigment. In other words, they are using cheaper solvents than that 
which should be used. And the result is that, when it has disappeared 
and dried out, the paint chips and scales, and that is what you will 
find in many instances throughout this whole area. 

Mr. Chairman, the thing that we actually find, as one of the greatest 
evils in this housing program, is a tendency—and it has grown more 
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and more this year than before—to place this work out on a piece- 
meal basis. 

We place out the block, we place out the wood floor, the studding, 
the roof sheathing, and it is reasonable to understand that if a man 1s 
working so much for this and so much for that, that he is going to 
get over just as much as he can, and I might add the inspectors get- 
ting the $15 would do likewise. Because we are all human. The 
human equation enters into this feature. All of us are after money. 
Some of us don’t care too much how it comes, thought. 

But we feel that the proper supervision, and the elimination of the 
unscrupulous, irresponsible contractors, will solve many of these prob- 
lems, because today they are employing men—and IJ speak particu- 
larly of my work, I represent the trowel trade—where contracts have 
been let for certain types of tile to be used in bathrooms, and substi- 
tutes, or what we call culls, have been used in the place of it, so conse- 
quently it is a saving. 

But we feel that if the industry as a whole is forced to use reputable, 
responsible contractors, instead of going out and soliciting the cheap- 
est supplies they can find, then you will have cured the thing if you 
have the proper inspection to force those specifications they gave. 
Thank you. 

Mr. Rarns. That is a very good statement. 

The committee will be in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Rartns. The committee will please be in order. 

I notice we have a good many witnesses yet to be heard and we 
intend to hear all of the witnesses. But we would appreciate it if 
you could make your statements as pointed and as brief as you can to 
get the story over to us. It will save time for the committee and 
space in the record. 

When you testify, if you will keep that in mind, we will greatly 
appreciate it. 

The next witness we have is Mr. Boone Cyoper, home builder. 

(No response. ) 

Mr. Rarns. The next witness is Mr. Joe Perry, commander, General 
Summerall Post, Disabled American Veterans. 


STATEMENT OF JOE PERRY, COMMANDER, GENERAL SUMMERALL 
POST, DISABLED AMERICAN VETERANS 


Mr. Rarns. Is that the correct name, Mr. Perry? 

Mr. Perry. That is correct. 

I have been commander of the Miami Chapter, Disabled American 
Veterans, for 2 years now and during my term of office I have had no 
direct complaints on any veterans housing. 

Mr. Rarns. How long did you say you had been in your present 
capacity ? 

Mr. Ferry. This is my second year. 

Mr. Rains. During that time, you say you have had no complaints 
from the members of the Disabled Veterans? 
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Mr. Perry. That is correct. 

Mr. Rains. Have a good many members of your organization bought 
homes under the GI program ? 

Mr. Perry. Yes; they have. 

Mr. Apponizio. Evidently you assume they are all well satisfied. 

Mr. Perry. That is correct. 

Mr. Rarns. I think this: The committee will agree to listen to you 
men testify handling the veterans matters, but from listening to 
you gentlemen testify, and after looking over the housing here, the 
picture isn’t nearly as bad as it might have been antic ipated, Is that 
your opinion / 

Mr. Perry. Yes, sir. 

Mr. Apponizio. Are any of the members of your post located in any 
of the building developments mentioned here today ? 

Mr. Perry. That I cannot say for sure. 

Mr. Rains. What kind of business are you in? 

Mr. Perry. I am a private investigator. 

Mr. Rarns. In other words, you are not in the building business 
yourself ? 

Mr. Perry. No; I am not. 

Mr. Rains. We are glad to have you and we appreciate your state- 
ment. 

Mr. Perry. Thank you very much. 

Mr. Rains. The next witness is Mr. Louis Phillips, district com- 
mander, Jewish War Veterans. 


STATEMENT OF LOUIS PHILLIPS, NATIONAL VICE COMMANDER, 
JEWISH WAR VETERANS, MIAMI 


Mr. Put.ies. I would like to correct that, if you please. I am the 
national vice commander of the Jewish War Veterans, and I am also 
the local post commander of the Miami Post. 

I would like to take this opportunity of thanking you gentlemen 
for the privilege of appearing before you and I would also like to 
express On behalf of my organization the deep thanks to the Veterans’ 
Administration for the work they have done on behalf of my organi- 
zation, and also to thank the various zoning commissions of the ¢ity 
of Miami and of the county for the work they have done in cooperation 
in the various complaints my organization has relayed to them. 

It seems that a statement has always been mentioned about, in 
order to make a veteran happy, he has to be a continual griper; but, 
in this particular instance, I think that the veterans in many instances 
are justified in the gripes that they have relayed to this committee. 

Mr. Ratns. Well, have you had cooperation in getting those cor- 
rected ¢ 

Mr. Prins. In some instances, yes; and in other instances, I 
would say “No.” According to the statements that were made this 
morning by the various parties that testified, especially the one in 
particul: ur, the sailor who made the trip down here. I in turn have 
received numerous complaints from that particular subdivision from 
members of my own organization. 

I believe the contractor’s name is Mr. Nichols, and from my under- 
standing Mr. Nichols at the present time is either undergoing a stage 
of bankruptcy or else he is completely out of business, which in turn 
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places the veteran, or those in that particular area, in a very pre- 
carious position. They have one or two alternatives. They can 
either sue a man who is about to step into bankruptcy, or else they 
‘an sue a man that has no money or no finances with which to back 
up the various complaints issued by the veterans. That leaves the 
veteran out ona limb. He has no alternative. 

He can’t go to the Veterans’ Administration and have them in turn 
go to Mr. Nichols to rectify the mistakes that the building contractor 
has made, so their last alternative is to try to rectify the mistakes 
themselves. 

I know for a fact that most of these veterans are not in a position 
to take money out of their own pockets to pay a contractor or a sub- 
contractor to rectify the various mistakes made by the contractor 
prior to the time that they either have gone into the building or after 
they have been in the building. 

I heard a contractor who did some building in Hialeah mention 
the fact that he is now offering to the veterans in the Hialeah subdi- 
vision which he had something to do with, the alternative, that if they 
would come to him and pay him the price, I think he mentioned $250, 
that he in turn would take up the floors and put down a new floor. 

[ don’t think he is justified in going to the veteran and asking 
them for something that they are entitled to receive in the first place. 

Mr. Apponizi0. Just a minute, I don’t believe he made that state- 
ment that you have just stated. 

Mr. Parures. Then I must have misunderstood him. My indica- 
tion what he mentioned was the fact that he had a subcontractor put 
the floor down, in the original beam. 

Mr. Ratns. Which was that, the one that had the bad floor? 

Mr. Puiuutrs. Yes, sir. 

Mr. Appontzio. As I understand it, Mr. Murray was the witness 
offering that testimony, and he wants the veteran to pay for the orig- 
inal flooring, and then he will replace it. That is the idea? 

Mr. Provurvs. That the veteran should pay for the original floor- 
ing Which they in turn—— 7 

Mr. Apponiz1o. Which they have not paid for yet. 

Mr. Rarns. You mean the builder has not paid for it ? 

Mr. Apponizio. No; the veteran has not paid for it. 

Mr. Pruurs. It is impossible for the veteran to pay it because 
he is paying that money directly to the man holding the mortgage. 
That is the reason the veteran has not made the payment. 

Mr. Core. I think we can clear that up. If there is a misunder- 
standing, we can clear it up later on. Go ahead. 

Mr. Prius. Then in addition to something else that was men- 
tioned, you mentioned something about suggestions from the various 
veteran leaders about legislation. I have talked to my own organ- 
ization about legislation which should be enacted that could be of 
benefit not only to the various contractors but also to the veterans. 

Our plan, as suggested, would be that, to show good faith with the 
various veterans’ groups not only through the State of Florida, but 
throughout the country, that a veteran, a man who does the building 
for a veteran, would place, with either the secretary of state or the 
comptroller of the State in which he does building, a bond to justify 
any reasonable repair that may come up after the house has been 
completed. The bond in itself will not be a great bond 
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Mr. Rains. You are talking about a bond for the builder ¢ 

Mr. Puivuips. I am not talking about a performance bond. I am 
talking about a surety bond which can be placed, as many of our 
insurance companies are now doing in the various States in which they 
operate, they place it with the comptroller or secretary of state, a 
bond for the faithful performance or to cover anything that might 
come up later where there might be a grievance. 

Mr. GAMBLE. You mean something in the nature of a guarantee for 
a year 

Mr. Puinuirs. Yes, sir; and that way I believe they could take a 
percentage of the total amount of building money for a project, and 
place that in a bond, and that bond can stand as a surety, so if any 
grievance does arise after a year’s time, the veteran can go to what- 
ever agency is set up, give them their complaint, and in that way be 
assured that the particular grievance will be taken care of. 

Mr. Rarns. The committee has given very serious study to your 
recommendation, I will tell you that, and I am inclined to share your 
view considerably. But it raises one question which I wish you would 
think about also. One thing that none of us want to do, you, nor 
the veterans’ organizations, nor thase of us in Congress, we don’t want 
to hurt the little man. Now, to me, a lot of these little builders are 
as good as the big ones. I am not saying they all are, but a lot of 
them are. 

Mr. Puuures. I am fully in accord with you, sir. 

Mr. Rarns. So we want to give thought and consideration to the 
type of performance agreement that will not place him under a han- 
dicap and turn all the business over to the big builder. 

Mr. Puitiips. That is right. 

Mr. Rains. We have to watch that side of the problem also. Do you 
agree with that? 

Mr. Prius. I appreciate that. 

Mr. Wipnatt. ‘lo sum up what you are saying, it is that the veteran 
wants to buy a house and not a lawsuit 4 

Mr. Puisuirs. That is right. He is in no position to buy a lawsuit. 
Speaking for my organization, 75 percent of them are not in position to 
take money out of their pocket to go into court to rectify something 
that has been done, whereby they have to go into the courts of law to 
satisfy themselves with respect to something which has been done to 
the building, and which should be satisfied either through the Veter- 
ans’ Administration or the contractor himself. 

We have another situation in this part of the country which is very 
prevalent. I would say more than 50 percent of the builders in this 
area do not do their buildings by themselves. They subcontract more 
than half of the work in each individual building out to a subcon- 
tractor. They have a painter, and.so on, and, of course, in order to 
make as much money possible, they take the lowest bid I would say 
more than half of the time, and, as a result, after the house is com- 
pleted, the veteran comes back to the contractor and says “There is 
something wrong with the painting job,” and the contractor in turn 
has to go to the subcontractor, and the subcontractor, if he is in no 
position to rectify that, then you have a grievance within a contractor, 
subcontractor, and a veteran. 

Mr. Rains. In reality, from the legal standpoint, of course, even 
now, you don’t have to go to the subcontractor because the contractor 
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is bound, but Lagree with you that you don’t want him to buy a lawsuit 
and therefore you want some kind of insurance that the Job will be 
done according to plans and specifications. 

Mr. Prouiurs. Yes, sir. That is the general gripe of the veterans 
in my organization. 

Mr. Rains. The great majority of our home builders are thoroughly 
and completely financially reliable, but there are those who go into 
bankruptcy, they come in and build these buildings, with shoddy con- 
struction, get them approved, and then disband their organization, 
which is seattered to the four winds. 

We think, and don’t you think, it would be wise for the Veterans’ 
Administration and the FHA to review their own administrative 
procedures, looking to the approval of a builder so that there would be 
some financial responsibility ¢ 

Mr. Puitures. [ agree with you something should be done in that 
respect, but then again you are placing upon the Veterans’ Admin- 
istration a dual job. You are making them make an investigation of 
each and every one of the corporations that are organized within the 
State, that go into the contracting field. I think that something 
should be done prior to the time that the Veterans’ Administration has 
to go out prior to that. True, I think they should do that, but they 
are limited in the amount of money that they have, and are doing a 
wonderful job with what they have, because I know for a fact that 
our continual gripes are directed to Mr. Parker and his organization, 
and so far we have been very much satisfied, because they have taken 
care of that, and, in addition, the zoning, through Mr. Cook and the 
members of the county, whatever gripes we have had with reference 
to zoning we have taken them directly to them, and also to the city 
organization, and they have helped the veterans’ organizations a hun- 
dred percent. 

Mr. Rains. This committee met yesterday noon with Mr. Cook and 
Mr. Yarbor, and we were given a complete briefing on the zoning and 
planning ordinances for the county of Dade and we were quite im- 
pressed with the work they were doing. 

Thank you very much. We will have to move along. Thank you 
very much, Commander, for your statement. 


Our next witness is Mr. John L. Ricciardelli and Mr. Samuel Steen, 


AMVETS Housing Committee, post No. 11. 


STATEMENTS OF JOHN L. RICCIARDELLI AND SAMUEL STEEN, 
AMVETS HOUSING COMMITTEE, POST NO. 11 


Mr. Ricetarpennt. John L. Ricciardelli, 14000 Northwest Fifth 
Court, Miami, Fla. Samuel Steen, 1121 Pennsylvania Avenue, Miami 
Beach. 

Mr. Rains. Are you the chairman of the AMVETS Housing 
Committee / 

Mr. Ricctarpriu. | am national chairman; yes, sir. 

Mr. Ratns. Weare glad to have you. I note here from Mr. Addoni- 
zios card that you are also a member of the city commission of the 
town of North Miami. We are glad to have your statement. 

Mr. Rrecrarpetir. Thank you very much. I beheve that in this 
area I have probably been the most vociferous, as far as battling faulty 
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construction. I have aterm for it, I call it careless construction. That 
is What it is. 

Two years ago, in the hurricane, probably the worst one that hit this 
area, I had just been elected city commissioner of North Miami and we 
had spent $3,000 of our own funds to find out why this devastation 
occurred after the hurricane. Was it an act of God, as a representa- 
tive from Washington, who came down for 3 days, said? He made a 
whirlwind tour for 3 days and left and went back to Washington, D. C. 

He called upon a very reputable engineering firm in this area, 
Rader Knappen Tippetts, who have some very large construction 
contracts down here, and they brought forward this report. Through 
this report we were able to contact our own Congressman and Senator, 
Senator Smathers and Congressman Lantaff. They saw the tremen- 
dous difficulty we were having and they implored Senator Maybank’s 
committee, and they came down to this area and I worked with them 
t or 5 days, on my own time, along with some of the other AMVET 
representatives in this area. 

It sort of grieved me a little bit when I heard some of the com- 
manders and district commanders—by the way, I am also a national 
vice commander of the AMVETS, and I don’t mind saying I got those 
positions strictly by working for veterans’ housing—I was sort of 
grieved to hear them say that everything is fine, perfect. In this 
world, I think we can’t all be perfect and fine. There have to be some 
things wrong. 

What Iam going to try to do this afternoon is just point out the few 
things that I have observed with my own eyes, which are in this report. 

Mr. Rains. We would like to see that report. Let the record show 
that this is an engineering report on the damage from the storm of 
October 17 and 18, 1950, prepared for the city of North Miami, Fla., 
by Rader Knappen Tippetts Engineering Co. 

We would very much like to have one of these for the record, if you 
have an extra copy. 

Mr. Ricctarpeti. You can retain that copy, sir. IT think you will 
find that was made a permanent part of the investigation of 1950 and 
also was incorporated in the Congressional Record at that time. 

Mr. Rarns. All right, then. We don’t need it. You may proceed. 

Mr. Rreciarpenut. I think what this boils down to, at least in my 
mind, is two points. They have been touched on this morning and 
they are very important. 

One, and the primary problem, I believe, is the inspection. I believe 
perhaps a lot of the fault isn’t with our own VA and FEA, if you 
don’t mind the term. It might have a little to do with Washington, 
D.C, 

We don’t have enough money to have the proper inspectors. Then 
again there is no reason to say that each individual house has been 
inspected the way it should be. That is being hypocritical, I believe. 
We are short of inspectors down here. They just couldn't do the job. 
Our own city of North Miami in 3 years’ time grew from 5,000 people 
to 19,000 people. I don’t mind telling you three-quarters of those 
people are World War II veterans, who have purchased a GI home. 
[ would say that in 2 years’ time we had approximately 3,000 homes 
built in our own city of North Miami. We are the fastest growing per 
capita in the United States. That is just a little plug from the cham- 
ber of commerce, if you don’t mind. 
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Mr. Rains. That is all right. 

Mr. Ricciarvett. Being affiliated with the AMVETS, which is a 
World War II organization, and this problem primarily having to do 
with GI housing, perhaps we get more than some of the other fellows-— 
Mr. Jabo, of the Veterans of Foreign Wars, and the American Legion. 
I don’t mind saying our phone rang continuously during the hurricane 
and since that time I get 8 or 10 calls a week. <A lot of it has to do with 
minor repairs, perhaps, but primarily what it is, it is small problems 
today, but within the next 10 years, such as you referred to this morn- 
ing, will probably turn these veterans’ projects into slums. 

Mr. Rains. That is a dangerous situation for cities, too. 

Mr. Riccirarpecu. It is. Our own city is trying to combat this. 
We passed an ordinance last Tuesday night compelling 1,200 square 
feet. Now they are getting 750 square feet. When I came out of the 
service, 1 had one child and now | have three. I wanted to build on 
the side. I find that will congest me with my neighbor. The planning 
itself wasn’t farsighted enough, although the program was fine—it was 
the best thing that could happen to the veterans themselves. I don’t 
personally believe in hand-outs of money, but I believe the average 
veteran, Who is a married man, should have help in getting a home, to 
raise his family in the proper way. That is the best thing the Govern- 
ment could have done for us. But I believe there should have been 
just a little more foresight on what is going to happen 10 years from 
now with that house. 

It was an immediate problem, yes. We needed houses. But we 
werent capable when we first came out of the service to really judge, 
ourselves, what our requirements would be for 10 years. Most of us 
had been under jurisdiction for 4 or 5 years and often couldn’t even 
think for ourselves. When the program was set up, it was set up 
faulty. 

The committee’s job isn’t today to try to correct what happened in 
the past. 

Mr. Rains. Try if we can, but certainly try to avoid it in the future. 

Mr. Ricctarpetit. That is right, that is the big thing. The big 
problems stem, as I said, from inspections and from the subcontractors. 
We have nine large projects in North Miami that were investigated in 
this hurricane disaster. Each and every one came back with some type 
or faulty or careless construction. I don’t mind saying that we re- 
ceived 832 affidavits which I appealed for through the newspapers and 
over the radio, and they were all notarized. Out of those we used 110. 
And in the back of this book is the name and address and the extent of 
the damage to the particular home. 

The engineers went out, spoke to the people, they said that the per- 
centage of the damage in each project was primarily the same. In one 
project—this will astound you—there were 30 homes inspected. Loss 
of roofing, 25; loosening of walls, 5. So out of the 30, all 30 had some 
damage. 

In speaking to the legitimate contractors after they investigated this 
one contract, they said that roof was of the best material that could be 
found. But what was the problem? Instead of using an inch nail, 
they used a three-quarter inch nail. It didn’t even penetrate the sheet- 
ing itself because cellotex is half an inch. When the wind came, it 
deposited those roofs in one piece out in the street. That is faulty con- 
struction in a way, but in my opinion it is careless construction. It 
was careless because it wasn’t stopped on the inspection. 
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The contractors themselves, the main contractors we have in town, 
are good businessmen. But they are busy getting their contracts, they 
have these submen who themselves hire transient labor, and it is just 
like the old axiom about a missing of a nail in a shoe, until the horse 
was lost and until the war was lost. 

In this particular instance, instead of putting three nails in a rafter, 
probably only one nail was put in. A small thing, but when you add 
all these things together—and I went through this investigation my- 
self and saw it with my own eyes—I saw one particular project where 
the joist anchors are to be imbedded in the concrete. The joist anchors 
in that case, when they poured the concrete, they forgot to put the 
joist anchors in, because when we checked the joist anchors were nailed 
on the rafters but they were nailed to the 2 by 6 plate. 

Now that wasn’t faulty construction. It wasn’t careless. It was 
the fact that the inspector himself, when that concrete was poured, 
could not have visited that home. 

1 know what was done in a lot of these cases. There were 15 homes 
lined up ready to be poured. Or perhaps it was the rough inspection 
or final. He looked at the first one, and it looked fine. Maybe spot 
checked every fifth or tenth home. You can’t blame them in a way. 
They didn't have enough men. You can’t inspect two or three thou- 
sand homes properly in the period of 2 years. It takes more time. 1 
believe this problem is partially with our VA, partially with the Con- 
gress of the United States for not furnishing enough money. They 
gave us all the money we wanted to build the homes, but they didn't 
put the policemen on the job. 

On this earth we are not all perfect and will skip a little thing 
here and there. Just to read a few lines on just one or two of these 
particular investigations that were made—I won't name the contractor, 
that was all dragged through the papers 2 years ago, but I think the 
pertinent facts themselves. {Reading from the engineering report 
above referred to. | 

Gentlemen, in this particular project, they had a wall up. That 
should have had a foundation underneath it in steel. It didn’t. He 
supported a car port. The wind blew that over, it dropped the car 
port and the car port fell and dragged the rest of the house with it. 
That is not faulty construction, but it is careless construction. 

What this engineering firm has done, after they list all the problems, 
as to the violations: There are three violations, each and every one of 
them could have been caught by proper inspection. In this partie- 
ular case, the fault falls not only on VA and FHA, but on the county 
and municipality inspectors themselves. 

On page 29 of this report, they have the remedial things that could 
be done to prevent this from happening in the future. I would like 
to say this, that a good many of these suggestions have been followed. 
W ithin the last 6 to 12 months practic ally every building ordinance 
in this county has been revised. Our own ordinance in North Miami 
has been revised to the point where, if they are inspected properly, I 
don’t believe that this will happen again. 

But I think the gist of it is that the builder should know who his 
subcontractor is and he should watch him, and the inspectors should 
do the inspecting honestly. 

Mr. Rains. I agree with you thoroughly. <A lot of this faulty con- 
struction could have been avoided with the proper kind of inspection. 

94701—52—pt. 3—-—11 
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Mr. Ricctrarvevu. That is right, sir. 

Mr. Rarns. And a lot of other things could have been avoided by the 
use of presite engineering. 

Mr. Ricctarpertz. And on this Douglas subdivision, I was also 
called in on that. This was prior to the hurricane. That was the re- 
port, that the material that was used was green. There was some- 
thing else about that material. There had been a hurricane prior to 
the time the material was used and it had remained under water for 3 
to5 days. Then when the hurricane went, the lumber was used. 'To- 
day you go out there to that Douglas Park project and you can actu- 
ally poke your hands in a lot of places through the lumber itself. 
That is not fancy. If you gentlemen had enough time you could go 
out and look to yourself and you would see that the material is faulty. 

Mr. Rarns. We have seen some of them. 

Mr. Riccrarpeiut. I would like to say that in a percentage of these 
complaints, the material itself, 2 or 3 years ago, we couldn’t get prime 
material, though it was sufficient to do the job. But the contractors 
weren't watching the subcontractors and the inspection was not done 
practically. That is my opinion. 

Mr. Cote. Commander, you have made a fine statement and I think 
the AMVETS of North Miami are to be congratulated in having you 
as their representative. 

Mr. Rains. A very good statement, Commander. ‘Thank you very 
much, 

Mr. Ricctarpetur. I would like to have Mr. Steen say something. 

Mr. Rats. Mr. Steen. 

Mr. Stren. I would like to point out first of all that I am the com- 
mander of the Miami Beach Post of AMVETS, and in that particular 
capacity I have had only one complaint on the veterans housing. I 
do not believe that, generally speaking, a veteran who has trouble with 
his home will come to his post commander with his gripe. So I don’t 
feel that in that capacity 1 am qualified to testify. 

However, as vice chairman of the national housing committee I 
have been carrying on somewhat of an investigation. I do not have 
many facts and figures and I won't take but a minute of your time. 

IT have found out that there are a number of small things wrong with 
houses which could easily have been avoided had the specifications 
been specific. Where a specification calls for enamel paint, for ex- 
ample, it does not necessarily state how much thinner should be used 
in the enamel. For example, a house with dry-wall construction, 
having masonite bathroom walls, which were enameled, around the 
shower area, after being used for only a period of about 2 weeks, the 
paint commenced to powder and chip off. The reason for that, ac- 
cording to painters, is that there was too much thinning used. 

I feel that minimum specifications should be increased and made 
more inclusive, so that the liability could be definitely fixed upon the 
contractor, especially in the instance where the contractor disappears 
after completing a project. 

I further feel that the only equitable way to handle that would 
be either a type of insurance, or depositing of a bond on each house— 
possibly the cost of this could be included in the closing costs, because 
it iscertainly for the benefit of the buyer. 

I have run into a number of situations where people have come to 
me for legal advice in these matters, and usually the best recommenda- 
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tion we can give is “Go out and get some paint or nails and fix it your- 
self, because the contractor is nonexistent at the present time, or un- 
attainable, or completely insolvent,” especially here in Florida which 
is supposedly a debtor’s paradise in many respects. It is very easy to 
avoid legal responsibility unless there is a bond or some other financial 
responsibility fixed. 

I feel that that is, outside of inspection, probably the most important 
factor for improving the veterans housing. 

Mr. Rarns. You would recommend that such action as that be taken 
and written into the law ? 

Mr. Steen. I think it should be, Congressman. 

Mr. Rains. Thank you very much. 

Our next witness is Mr. Marshall Penton, assistant State service 
officer, department of veterans’ affairs, State of Florida. Come around, 
Mr. Penton. 


STATEMENT OF MARSHALL PENTON, ASSISTANT STATE SERVICE 
OFFICER, DEPARTMENT OF VETERANS’ AFFAIRS, STATE OF 
FLORIDA 


Mr. Penron. My name is Marshall Penton, assistant State service 
officer, working directly under the supervision of Melvin T. Dixon, 
State service officer, who appeared before your committee in Jackson- 
ville. 

Mr. Rats. He made a very fine statement. 

Mr. Penton. I am afraid he is a little more capable than I. First, 
T would like to say that as the manager of Branch No. 1 of the Florida 
Department of Veterans’ Affairs, located here in Miami, that a great 
many of the complaints on the housing subject come through our office, 
and we, of course, in turn, direct them to the Loan Guaranty Depart- 
ment of the Veterans’ Administration for the final answer. 

We have always received very courteous consideration from the 
representatives of the Veterans’ Administration, and as far as I know 
they have taken all the steps that were within their power to make the 
necessary corrections to the satisfaction of the veteran, and the Vet- 
erans’ Administration and all parties concerned. 

A great deal of publicity has been given to this housing project by 
the radio and press, for which we are grateful, and it sums up, to me, 
as far as I can see, that there is a lack of counseling with the veteran 
before he purchases his house. He is not properly informed of 
what is done, of the obligation that he is assuming, and the responsi- 
bility of owning and maintaining a home. 

This, I believe, should be instituted, so that the veteran will have 
a particular place to place his complaints so that he will not enter 
into the vicious circle of being referred from one agency to another, 
without any satisfaction coming from anyone. 

I believe that every complaint we have heard here today, that a 
great many of the veterans have registered those complaints with the 
various departments, and that they have, as far as he is concerned, 
been referred from one agency to another without anyone being 
amply qualified to correct the mistakes that were made in building 
construction. 

Mr. Rarns. What you are saying is, and it is a good statement in 
my judgment, that the veteran needs to know not only his rights, 
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when he purchases a home of this kind, but he also needs to know his 
responsibilities that go with it; is that true? 

Mr. Penton. That is correct. 

Mr. Rats. Yes; I think that is true. 

Mr. Penton. And of course, I wouldn’t like you to overlook the 
statement I made there, that there should be a central complaint 
agency, either with the Veterans’ Administration or some other agency 
that is qualified to take care of the complaints, and run them down and 
see that the veteran is satisfied that his complaint has received prompt 
and adequate attention. 

Mr. Rartns. Of course, when you say “adequate,” I assume that you 
mean that it has been corrected. Not in every instance under the law, 
as it has been, is this possible. There are some things the Veterans’ 
Administration can’t do, as you know, under the present existing law. 

Mr. Penton. What I mean is this: Most of the veterans, a good 
many of them, go to the commander of one organization or another, 
and another, and another, and some to the Veterans’ Administration, 
and a great many of the complaints that are made, none of those agen- 
cies knows them all. There should be an agency, I believe, that could 
be established, where all of the complaints would be registered and 
compiled. 

Mr. Rarns. I think they have that now, don’t they? Don’t VA and 
FHA now have a complaints section ? 

Mr. Penton. As far as we know, we take the complaint to the Loan 
Guaranty Department. We always receive prompt attention there, 
and as much effort to correct the mistake, if the mistake is found, as 
is adequate, and as is possible for them to make. 

Mr. Corr. Your idea is that there should be a separate officer, or an 
agency within the agency charged with that sole responsibility, that 
is the responsibility to examine complaints, and then to follow through 
to determine what action will be taken ? 

Mr. Penton. I mean that would be a good study, to make, and it 
may be the solution to the problem. 

Mr. Corr. I understand. It is worth considering. 

Mr. Ratns. Thank vou very much, sir. 

Is Mr. Imand here, from the plumbers? State your name, please. 


STATEMENT OF BILL IMAND, PLUMBERS ASSOCIATION 


Mr. Imanp. Bill Imand, citizen, veteran, business representative 
of the plumbers’ organization in this area. 

I was pleased to note the remarks of Mr. Tatum this morning, 
that in the setting up of commitments, or the costs of building, that 
prevailing wage rates were adopted, or were used as a guide. 

We have had considerable complaints in regards to that. Not that 
we are holding for the prevailing wage rate. If it isset that way, and 
that is the ruling, that is fine. But after the job is once let, and the 
commitment is allowed, then the subcontracting business starts, 
whereby, against that price, cheaper prices are gotten, which is to the 
detriment of the veteran, or the citizen buying an FHA home. 

Mr. Rarns Let’s look into that statement. I noticed Mr. Tatum 
making this statement this morning, that is, based on prevailing wage 
rates. We went into that in Jacksonville and, of course, that is not 
true, and IT don’t really think that is exactly accurate here. This is 
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the reason: I don’t say they don’t pay the prevailing wage, but these 
houses are built, as you know, by private money, and by private 
builders. 

The VA, as the guaranteeing officer, would not be in position, as I 
see it, to require the prevailing wage rate. I want to go a little further 
into that, under the present law. 

Now, it is true that on all Government construction, as you know, 
the prevailing wage rate is paid. That is true. But I would like a 
little further information on that statement that Mr. Tatum made a 
little later on, as to whether there is some kind of an agreement where- 
by the prevailing wage rate is paid. Do you know whether that is 
true ? 

Mr. Imanp. Mr. Chairman, it was set up in the 608’s which are 
extinct now. Now, Lam still not questioning the prevailing wage rate, 
but I am saying, that they set the price up, to make an appraisal for 
a commitment. And then, after the commitment is made, they start 
subcontracting it, or peddling it, is what we call it, and some of these 
plumbers say they got beat down as low as $10 profit on a house. 

Inspection should be definitely adhered to under those conditions. 

Mr. GamBip. You say there was a regulation under title 608 7 

Mr. Imanp. Yes.” 

Mr. Gambier. Under the FHA regulations, they provided for that? 

Mr. Imanp. Yes, sir. 

Mr. Gamstr. That was my recollection of it. 

Mr. Imanp. That is one thing. It cheapens the house. In other 
words, it forces a fellow to do some cheaper job. Maybe it is O. K. 
with me, and maybe it would be O. K. with the veteran, if the inspec- 
tion was set up so that he is going to give him the first-class job that 
he is entitled to. 

I also heard the statement that you attributed to the department of 
health in Jacksonville that the ground of Florida was not suitable for 
septic tanks. If he made such a statement I would say that is asinine. 

Mr. Ratns. He didn’t say it wasn’t suitable. He said septic tanks 
were never meant to be used in crowded urban projects, but in rural 
areas, 

Mr. Imanp. May I just say for the record that the city of Miami, 
which is quite densely populated, is one-third sewered and two- thirds 
septic tank, in this area, and a septic tank properly put in—of course, 
it is not as good as a sewer and a proper disposal plant, but proper ly 
put in, it should work. 

On a lot of these jobs, where there is a string of houses put up, a 
string of septic tanks put up, they may be inspected, I don’t know. 
They cover them up and along comes a truck to fill and grade as it calls 
for, and the drain tile is crushed and you only need to crush one tile, 
if it is the second tile from the tank, your tank is only one tile good and 
it is not long before the tank is out of order. 

Then to come back and dig a hole at the end of each drain tile is a: 
violation, dumping your tank in the one hole, which is again not 
right. 

The septic tanks will work if properly put in. In this area, there 
are 27 different municipalities in Dade County governing construe- 
tion, plus the county itself, which makes 28. They are all inspectors, 
and in some of these communities the inspection is very, very lax, and 
J have been arguing and fighting for inspection. 
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Mr. Rains. That is at the local level, in the municipalities. 

Mr. Imanp. Well, you heard nothing mentioned of a plumbing 
inspection by the FHA or the VA. The plumbing inspection of the 
VA and FHA is taken or signed for by the inspector in each locality 
who might be a carpenter inspecting plumbing. 

For your information, a group “of us business agents recognized 
this fe wult along time back. We appealed to the FH A and volunteered 
our services, to turn us loose, and let us be an inspector. All we could 
bring in would be a legitimate complaint. We would have done it for 
nothing. 

Mr. Cone. Do you mean that you are suggesting that an additional 
inspection be had, and that inspection be ‘by someone who is a com- 
petent plumber / 

Mr. Imanp. If you are going to interpret plumbing rules, it cer- 
tainly would have to be a plumber. 

Mr. Cote. I want to get your recommend: ation, 

Mr. Imanp. As I stated, there is no mention made of a plumbing 
inspection. I don’t think a carpenter is a plumbing inspector. In 
the city of Miami they are all plumbers. 

Mr. Rarns. Of course, what they say on FHA, on these inspectors, 
they claim that under civil service they are qualified inspectors all 
down the line. Now whether they are or not, I don’t know. That 
goes for VA also. 

Mr. Imanp. I would take exception to that. I would like to see that 
man. He is sure an all-around man. 

Mr. Coir. Do you state positively, then, that the inspectors in this 
area do not properly inspect the plumbing ¢ 

Mr. Imanp. Yes, I will say that. Yes, I hear the plumbers boast- 
ing of how jobs are getting by without a drop of water inthem. Yes, 
I would say that. 

Mr. Coie. Then my point is this: We are holding a day’s hearing, 
with newspaper and radio publicity, about the fact that this com- 
mittee would be here. We have had no complaint about any plumbing, 
other than the septic tanks that were testified to here this morning. 
Maybe we will have, but why is that ‘ 

Mr. Imanv. Well now, the plumbing in a home, to definitely say 
that a job of plumbing is faulty, you would have to put a final test 
en it, a smoke test or a peppermint test. 

Mr. Corzr. But the final test to me is a home owner, and—— 

Mr. Imanp. All right. Well, that is your supply water. How 
about the waste water. That may be running under your house for 
years if not properly tested. 

Mr. Core. I think you have got a point, but I would like to have 
some facts about it, about given individual situations. It would be 
helpful to us if we had those facts, and if they can be prepared and 
sent to the committee it would be helpful. 

Mr. Imanp. Well, I believe I can get those for the committee. 

Mr. Corte. That would be helpful. We want to know the whole 
situation, But we don’t like to deal in generalities, as you realize. 
We must convince our parent committee back in W ashington and after 
we do that, we must convince the House. So we want to have as much 
factual evidence as possible. 

Mr. Imanp. I am just trying to bring to your attention plumbing 
inpection, as it wasn’t mentioned at all. 
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Mr. Corr. We appreciate that. 

Mr. Imanp. I believe you gentlemen are going to journey down 
toward Key West. I also go down as far as Pigeon Key. Vaca Key 
is about 3 miles this side of Mar athon. At M: wathon the pressure in 
your water line is negative. That is where it is picked up again, 
with another pumping station and forced down to Key West. 

There is a project on Vaca Key, 3 miles north of this station, FHA 
program, where there are no septic tanks, where they said they could 
put a hole in the ground and just use the hole in the ground. Now I 

‘ant sense that myself. 

Mr. Cote. Is that a project? 

Mr. Imanp. That is a project. 

Mr. Core. Is it insured by VA or FHA? 

Mr. Imanp. FHA. 

Mr. Coir. What is the name of it. 

Mr. Imanp. Sadousky project. 

Mr. Gamprr. What kind of ground do you have there, sir? 

Mr. Imanp. The coral rock formation. 

Mr. Gameie. How much will that absorb? 

Mr. Rains. We will stop and look it over tomorrow. 

Mr. Imanp. You do that. Another thing that kind of strikes me 
peculiar, in all these hearings: I and a colleague of mine journeyed 
to Key West, in the early part of last August. and we stopped in at 
this project, and there was rather a talkative salesman there, who 
stated that Sadousky was out with Foley on his yacht. Now Foley 
just made a statement, that was in the paper also, one of the local 
papers—— 

Mr. Cots. Do you mean the head of the Housing and Home Finance 
Agency ? 

Mr. Imanp. Yes, criticizing the employees for taking gratuities or 
entertainment. 

Mr. Gamsir. What is his name? 

Mr. Rains. Just a minute. Who is this man? 

Mr. Imanp. Raymond H. Foley. 

Mr. Rains. I know him. We all know Mr. Foley. What we want 
to know is the name of the man who gave you this information. 

Mr. Imanp. He was the man with the salesman. It was in going to 
this project that he just opened up. He was talkative and he spilled it 
all to us. 

Mr. Ratns. When was this! 

Mr. Imanp. Along about the 8th of August. 

Mr. Rats. About the 8th of August 4 

Mr. Imanp. Yes. 

Mr. Rats. Was Mr. Sadousky there ? 

Mr. Imanp. Well, the next day, coming back, there was Sadousky, 
and a man represented him as Sadousky. I don’t know. 1 wouldn’t 
know him if he walked in here. 

Mr. Ratns. What was this newspaper story you pulled out there a 
moment ago? What is that about ‘ 

Mr. Imanp. It was criticizing the help for taking gratuities or 
entertainment. 

Mr. Gampie. Who is “help”? 

Mr. Imanp. Any help, his help. 

Mr. Gampite, Who do you mean? 
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Mr. Imanp. Foley’s. 

Mr. Rarns. Of course, we would like to have that information and 
we will get it. We want facts not just hearsay? We want to know 
whether it is so or not. This committee is not witch hunting. But if 
there is anything wrong, we want to know it; but we want the real 
facts, not just what somebody else said. Can you give us the name 
of the man? 

Mr. Imanp. No; no more than we drove into this project and this 
man wasasalesman. You could find out who that salesman was. 

Mr. Ratns. You don’t know whether the salesman was telling the 
truth or not; do you? 

Mr. Imanp. No; from my own personal knowledge I couldn’t say; 
no. 

Mr. Rarns. You wouldn’t insist that that is a matter of fact until 
we know more than hearsay ? 

Mr. Imanp. That is right. 

Mr. Rains. Well, I don’t like to receive hearsay testimony which 
involves peoples’ reputations. I don’t care who they are unless you 
have facts. 

Mr. Imanp. What caused me to say it is, why is a septic tank not 
necessary on those houses. 

Mr. Rarns. Of course, we are not experts on that. We wouldn’t 
know. But we would be interested in finding it out. 

Mr. Imanp. That is why I brought it to your attention. On your 
way down, look at that project. 

Mr. Rains. Have you looked it over yourself ? 

Mr. Imanpv. Oh, yes; I have seen it. 

Mr. Ratws. When you say there are no septic tanks at all, is the 
sewage just poured into the ground ? 

Mr. Imanp. Into a hole; yes. 

Mr. Ratns. Of course, the water level is right under the ground. 

Mr. Imanp. It goes up and down, that is right. 

Mr. Rarns. Of course, that is under the control of the Miami FHA 
office, the approval of that, I assume. 

Mr. Imanp. I don’t know. I have an idea. 

Mr. Apponizto. Do you feel septic tanks would work in that area? 

Mr. Imanp. Yes, I do. 

Mr. Rains. How would septic tanks work in an area where water 
is right under ground. 

Mr. Imanp. You couldn’t live where water is right under ground. 

Mr. Rains. Well, as I understand it, there are places in this area 
where water is only a few feet under ground. Do you think a septic 
tank would work there? 

Mr. Imanp. Oh, yes. 

Mr. Ratns. Well, we have been getting the wrong information from 
a lot of people. 

Mr. Imanp. Yes, sir; they are here and they work. 

Mr. Rarns. We really have. 

Mr. Imanp. They are here and they work. 

Mr. Apponizi1o. Where do you know specifically, of an area where 
such a situation exists, where they work? 

Mr. Imanp. Well, over the entire town. You don’t have to go far 
down here before you strike water and I am telling you two-thirds of 
the town is septic tanks and one-third sewer. 
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Mr. Rarns. Yes; and for the record I would like to put it in to 
show that about two-thirds of all the complaints we are getting about 
bad housing have to do with septic tanks. 

Mr. Imanp. Well, I was a plumbing inspector for a number of 
years and I don’t think on private jobs we had so many septic-tanks 
complaints. They will give out, certainly. Why, improper use of 
a septic tank will make them give out. 

Mr. Rains. They have to be cleaned out also. 

Mr. Imanp. Occasionally. 

Mr. Rains. Thank you very much. 

Mr. Gams te. Let’s hope we get a hundred percent sewage coverage 
in Miami, with a complete, adequate sewage-disposal plant in the 
immediate future. 

Mr. Imanp. That suits me. 

Mr. Rarns. Thank you very much. 

The next witness is Mr. James Albert, Builders Association of 
Southern Florida. 

Mr. Rarns. Is that an affiliate of the National Home Builders 
Association ? 

Mr. Avsert. Yes, sir. I am also regional vice president of the 
National Association of Home Builders. 

Mr. Rarns. We are glad to have you. You may proceed. 


STATEMENT OF JAMES ALBERT, ON BEHALF OF BUILDERS 
ASSOCIATION OF SOUTHERN FLORIDA 


Mr. Auzsert. The membership of our local organization does a sub- 
stantial part of the residential building for sale and/or rental in 
Dade County. 

At the time a builder member applies for membership in the associ- 
ation he is required to acknowledge and agree to abide by the code of 
ethics of the association. 

For the past several years our group has prepared and distributed 
through its members the attached booklet entitled, “Important Infor- 
mation on Your New Home.” This booklet outlines, generally, im- 
portant information which every owner of a new home should know. 
A number of the members of the association have been issuing a 
written warranty to the purchasers for the past 3 or 4 years. Our 
national association has recently adopted a service policy, and we 
are confident that it will be used throughout the country in the very 
near future. 

There has been built in Dade County, since 1946, a total of 73,131 
housing units. In the period from 1947 to 1951 our local FHA oflice 
has insured 30,826 units. The local FHA office covers 14 counties; 
however, approximately 98 percent of the volume is in Dade County. 
The Veterans’ Administration, in the period since World War II, 
has guaranteed approximately 27,000 loans. The total percentage of 
complaints in this area is a relatively small percentage of the total 
volume of building. 

During the past several years, since World War II, there have 
been instances where disagreements have arisen between builders and 
purchasers. Our association realized that the situation should be 
closely scrutinized, and therefore a grievance committee was ap- 
pointed for the express purpose of working out differences between 
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the builder and the purchaser. When such a difference arises, the 
purchaser is required to reduce the claim to writing, and to submit 
the statement to the association. 

This committee has handled successfully all of the complaints sub- 
mitted. We of the association are earnestly concerned with improv- 
ing the quality of our product, and our relations with the public, and 
particularly with our purchasers. 

The association, through its members, has worked closely with the 
FHA and the VA during the past several years, and the relations have 
generally been good. Innumerable problems have arisen on a multi- 
tude of subjects; all of which have been satisfactorily handled as a 
result of meetings between FHA and/or VA, and a committee from 
our association. All of these things have been accomplished through 
cooperation and discussion, and has resulted in a smooth working 
arrangement. 

Thank you for the opportunity that has been afforded me to appear 
before you, and to present the builders’ side of the story. We, of the 
association, stand ready at any time to assist in the handling of any 
complaints that cannot be satisfactorily disposed of between the prin- 
cipals. 

Mr. Rats. Do you have a copy of the warranty which your mem- 
bers do issue ? 

Mr. Auserr. I can get it for you. I don’t have it with me. 

Mr. Rains. I would like you to send me one. We would like to see 
it. 

Mr. Avperr. I will do that. 

Mr. Rarns. Are there any questions, gentlemen / 

Mr. Apponizo. Mr. Albert, have you listened to the entire testimony 
here ¢ 

Mr. Avperr. Yes, sir. 

Mr. Apponizo. Were any of the builders mentioned here this morn- 
ing and this afternoon, members of your organization ¢ 

Mr. Aupert. One firm is; yes, sir. 

Mr. Apponizro. How can you say. then, that all the complaints 
that have been registered have been taken care of ¢ 

Mr. Apert. All of the complaints that have been registered with 
our association have been satisfactorily handled. 

Mr. Apponizto. I see. You certainly will see that something is 
done in connection with the complaints registered here, will you not ? 

Mr. Aubert. Yes, sir. 

Mr. Rains. That is the grievance committee of your association you 
are talking about now 4 

Mr. Avperr. That is correct. 

Mr. Gamer. At your recent convention in Chicago, didn’t you pass 
some resolutions, or adopt some program in regard to warranties, as 
well as the guaranty that you speak of ¢ 

Mr. Arsert. That is correct, sir. 

Mr. Gamsie. That was adopted to be put into effect nationally ? 

Mr. Aupert. It was adopted on a national basis. ‘The service policy 
was adopted on a national basis at our last convention in Chicago, 
in January of this year. 

Mr. Gamer. Yes, sir. Thank you. 

Mr. Rarns. Thank you very much, Mr. Albert. 
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We will appreciate it if you will send us a copy because one of the 
problems we are confronted with is what to do about a contract or 
warranty between the builder and purchaser. You might give us some 
ideas on that. We would appreciate it. 

Mr. Ausert. I will do that, Mr. Chairman. Thank you very much. 

Mr. Rains. Next witness, Mr. Nathaniel Elkins, vice president, 
Federal Title & Insurance Co. 

Is that your correct title, vice president of the Federal Title & In- 
surance Co, 4 

Mr. Evxrns. That is right, sir. 

Mr. Rais. In other words, you are in the lending business? 

Mr. Exvxkins. That is right. 

Mr. Rains. The committee will be glad to hear from you. 


STATEMENT OF NATHANIEL ELKINS, VICE PRESIDENT, FEDERAL 
TITLE & INSURANCE CO. 


Mr. Evins. Actually, I have no prepared statement. I just came 
here to listen. I didn’t know I was going to be called as a witness. 
I will be glad to answer any questions you might have. 

Mr. Rains. We will ask you a few questions. 

‘Do you lend money on both FHA and VA commitments or loans? 

Mr. Exvxins. Yes, sir, we arrange for construction loans, financing 
and permanent financing on FHA and VA mortgage loans. That is 
correct. 

Mr. Rarns. Are you making any VA loans at the present time 4 

Mr. Exxtns. Yes, sir; we are. 

Mr. Rains. And you are making them at what rate of interest, the 
VA loans? 

Mr. Evxrns. Well, that is fixed, 4 percent, sir. 

Mr. Rains. Fixed at 4 percent ¢ 

Mr. Exkins. Yes, sir. 

Mr. Rais. How far out in this area does your institution make 
loans ? 

Mr. Evxins. We have made VA mortgage loans from Vaca Key 
up to Jacksonville. 

Mr. Rains. How far is it from here to Cocoa, Fla. ? 

Mr. Exxins. I wouldn’t know. 

Mr. Apponizio. Oh, it is between here and Jacksonville. 

Mr. Rarns. Have you ever made any loans—I don’t particularly 
want the mileage, I want to know if it is in this area—have you made 
any loans in that vicinity ¢ 

Mr. Evxins. No, sir: we have not, sir. 

Mr. Rains. Have you had any applications from that section for 
loans? Iam talking of veterans now. 

Mr. Evxtins. No; we have not, sir. 

Mr. Apponizio. Would you be willing to make any veteran loans 
in that area? 

Mr. Evxrns. At the present time we are unable to handle any more 
VA mortgage loans because we have no so-called outlets—we don’t 
hold the mortgage loans ourselves. After we make the loans we try 
to find some insurance company, bank, or other institution that will 
buy the loans or take them off our hands. We are more or less in the 
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nature of a mortgage broker, you might say. After originating the 
loan, we turn around and dispose of it. 

Mr. Ratns. You service those loans and get the service charge ¢ 

Mr. Exvxins. That is correct. 

Mr. Wipnaxv. In other words, you are saying you are making VA 
loans but you can’t place them ? 

Mr. Evxins. Well, we are fulfilling commitments that we have 
placed quite some time ago, rea gh 3 or 4 months ago, and the houses 
are just about being completed and the veterans are in process of 
closing the mortgage loans but we are not placing any new ones. 

Mr. GAMBLE. Do - you see that the mortgage is gu: ranteed, and ad- 
vance the money until it is completed and then you sell the mortgage ? 

Mr. Exvxrys. That is correct. 

Mr. Gampce. If you can? 

Mr. Evxrins. That is correct. 

Mr. Ratns. Do you hold a great many of those mortgages in your 
own portfolio or are you able sell them all? 

Mr. Eixrns. We have been able to sell all of them, sir. 

Mr. Ratns. Do you sell them to Fanny May today, a hundred per- 
cent, until Fanny ry goes out of business ? 

Mr. Exxrins. Yes, si 

Mr. Rarns. It raises a good question. Who is going to furnish the 
money for the VA to build these homes for veterans, then, 1f you 
can’t sell them to any place except Fanny May, if Fanny May is 
allowed to expire ? 

Mr. Evins. That is a very good question, sir. I don’t know. 

Mr. Rarns. As a matter of fact, I wouldn't eall it a strike, but 
there is definitely a slow-down in the money markets in this country 
on VA loans because of the 4-percent interest rate. That is cold 
fact, isn’t it? 

Mr. Evxins. Yes, sir: I recently made a trip to New York and spent 
3 days there visiting several of the larger institutions, banks, insur- 
ance companies, that had formerly been purchasing VA loans, in an 
effort to determine what their future prospects were in the immediate 
future, and they consistently talk of net yield. They are not inter- 
ested so much in security or Government guaranty as what their net 
yield will be. 

By that, what they are going to net on their investment, and it ap- 
pears that the recent Government Treasury bonds and certain institu- 
tions that have been allowed to purchase common stocks, that those 
institutions obtain a much larger yield with less trouble. The servie- 
ing problem is quite a problem for these institutions, as well as our- 
selves, and since they are getting a much larger yield out of common 
stocks and Treasury bonds, they are not any longer interested in VA- 
guaranteeed mortgage loans. 

Mr. Rains. Of course, the stocks that you talk about don’t pay 
any 4-percent rate, do they / 

Mr. Evxins. They—oft course, I am not a stock broker, nor am T in 
the stock market, but they tell me they get a re ne net yield 
out of the stocks. What they mean by that, I can’t si 

Mr. Rains. Do they place much of their money ‘the big operators, 
in tax-exempt municipal securities ? 

Mr. Evkins. I imagine they do. 
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Mr. Ratns. Let me ask you a question. I don’t think I could get 
my colleagues in the Congress to pass a bill that I introduced in Wash- 
ington last week, which would provide that any lender who lends 
money on a VA loan to a veteran to build a house may have the first 
214 percent of that interest rate tax-exempt—but would that get them 
to lend it? 

Mr. Exvxrns. I think we would do a tremendous volume of business 
on that basis; yes, sir. 

Mr. Rains. Well, there are one of two things we are coming to in 
this country. We either must have direct loans from the Federal 
Government to the veterans, which many people call socialism, or we 
must raise the interest rate, is that it? 

Mr. Evxrns. Yes, sir. In a sense, I can’t for myself—I don’t pro- 
fess to be an analyst of any kind—I don’t see the difference between 
a VA direct-lending program which places a terrific burden on the 
Veterans’ Administration, or extending funds for Fanny May, inas- 
much as the Government in both instances spends the money, or not 
spend the money, but invests the money in the veteran. 

Mr. Gampre. In both instances it is Government money ? 

Mr. Exvxins. Yes, sir. 

Mr. Rarns. I will tell you what the real difference is. That is pri- 
vate enterprise, where they let it go threugh Fanny May, because the 
lenders get part of it; but where it comes straight from the Govern- 
ment it becomes socialism; isn’t that what the situation really is? It 
is one and the same, after all, isn’t it ? 

Mr. Evxrins. Yes, sir; that is very true. 

Mr. Gamete. It is the same money, too. 

Mr. Rains. Well, we appreciate your coming. That is a question 
that we are faced with, and it is a question that is hot here in Florida. 
We ran into it in Jacksonville yesterday, and we are going to find out 
from the loan-guaranty officer why veterans up the beach can’t get 
money to build homes. I thought possibly you loaned money in that 
area, 

Mr. Evxins. No. And, sir, I am not a proponent, either, of the VA 
direct-lending program or of the Fanny May funds for the purchas- 
ing of GI loans; but when everyone comes to me and says, “Well, after 
all, the Government is going to make the money available to the vet- 
erans to the extent of $125,000,000,” I wonder if Congress has ever 
considered just how many homes the veterans will get out of that 
$125,000,000 in any given area ? 

Mr. Rarns. That is only to be utilized in those areas where there 
are no private lending funds available. That is for the area away 
from the lending agencies. That is what it is intended for. 

Mr. Exvxrns. [ see. But if the veterans market through private 
lending sources, let us say, which you might call the capitalist view, 
or what have you, if the market dries up completely, and as far as I 
can see it has, from our standpoint—there may be other institutions 
that have very good banks that continue to go along, I don’t know——— 

Mr. Rarns. I think it is slowing down everywhere. 

Mr. Gampie. That is the testimony we get. 

Mr. Evkins. Well, then, the $125,000,(00 is just a drop in the bucket. 
We have tremendous numbers of veterans calling us and telling us 
we are the ones who don’t want to give them the loans. They don’t 
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understand the picture. But the $125,000,000 is just a drop in the 
bucket. 

Mr. Rains. But you must realize thet there are vast areas in this 
country where there are no lending institutions anywhere near and 
it is impossible for it to be done any other way. ‘That is what the 
Congress had in mind. 

Mr. Evxrns. I see. 

Mr. Gameste. That is a revolving fund, too, the $125,000,000. 

Mr. Rains. Thank you very much, sir. 

The next witness is Mr. Robert F. Cook, of the county planning and 
zoning. 

For the record, we would like your statement as to what has been 
done with planning and zoning in Dade County. First state your 
position, and so forth. 


STATEMENT OF ROBERT F. COOK, DADE COUNTY PLANNING, 
ZONING, AND BUILDING DEVELOPMENT 


Mr. Coox. Mr. Chairman, I am the director of the Dade County 
Planning, Zoning, and Building Department. We have jurisdiction 
only over the unincorporated areas. 

I do have a prepared statement here that I would like to read. 

Mr. Rains. Proceed. 

Mr. Coox. The Dade County Building Division, a part of the Dade 
County Planning, Zoning, and Building Department, is responsible 
for regulating and controlling all construction in the unincorporated 
area including electrical, plumbing, and septic-tank installations. For 
that purpose, the county has adopted technical codes setting up mini- 
mum construction requirements and a procedure requiring the ob- 
taining of permits before any construction is commenced, and, also, 
requiring inspections by county employed building, plumbing, and 
electrical inspectors during the progress of construction. 

This system of permits and inspections is detailed and comprehen- 
sive, and operates on the basis that no part of the structural, electrical 
or plumbing work shall be covered until inspected and approved. 
In addition, the county (unincorporated areas) has established build- 
ing, plumbing, and electrical contractors’ examining boards, the duties 
of which are to examine and certify contractors as being competent 
and, further, to determine that they are financially responsible. 

In order to enforce these regulations, the department has established 
an enforcement and violation division which processes all complaints, 
following up to see that corrections are made and violators prose- 
cuted if prosecution is warranted. 

Relative to control of building in low areas, all subdivision plats are 
submitted to the county engineer’s water control department for check 
and the establishment of a recommended safe elevation, and can re- 
quire bond to assure the necessary fill, culverts or other drainage 
facilities. ‘The county health department establishes the type of 
sewage disposal that must be installed in the area concerned. The 
building division, through its control of building and plumbing re- 
quires that these recommendations are complied with. 

From 1948 through 1951, approximately 19,762 housing units, single 
family and multiple family, of a total valuation of $31,402,842 
have been built in the unincorporated area of Dade County. 
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The best of time and hurricanes have proven that the codes under 
which the county, and most of the municipalities operate are sound 
and basically correct. The hurricane of 1950 did very little structural 
damage in the unincorporated areas, although, as in other areas, con- 
siderable damage was done to roof coverings. Since then, the roofing 
code has been revised and strengthened, and regular, routine inspec- 
tions are made during the actual applying of the roofing material, just 
as in all other phases of construction. 

We feel that the building division of the county is responsible for 
the quality of construction taking place in the unincorporated area 
of Dade County, regardless of supplemental or independent inspec- 
tions being made by other governmental agencies on that same con- 
struction. We are as interested as anyone in knowing whether there 
are deficiencies in our organization procedure or regulations as we are 
continually supplementing, revising and adding to our building con- 
trols in order to afford the public all the protection possible. 

Mr. Rains. Apparently you have one of the strongest planning 
ordinances or regulations of any county in the country. 

Mr. Coox. Well, we think this, Mr. Chairman, that the fact that 
the department is a unit and within that department are the planning, 
zoning and building divisions, give us complete control from all as- 
pects. 

Mr. Rarns. Is the new building code which you put in drawn 
similar to the one put out known as the national building code or not ? 

Mr. Cook. No; it is not. The code that we have, I think, was 
originally adopted by the city of Miami in 1926. It has been revised 
from time to time by them. At the time the county controls went in, 
in 1927, it was adopted. 

Then I believe in 1949 the code was further amended, and was 
adopted as an unified code by all of the municipalities and the coun- 
ties west of Biscayne Bay, with the exception of Coral Gables. So 
the municipalities now operate on the same code. 

Mr. Rarns. Do you have any inspectors? You inspect every build- 
ing unit that is constructed outside the corporate limits of the cities, do 
you not? 

Mr. Cook. That is correct. 

Mr. Rains. Do you have competent, capable, trained plumbing 
inspectors on your staff or not? 

Mr. Coox. We do. We have no plumbing inspectors or no inspec- 
tors in any of the divisions that haven’t had at least 10 years’ experi- 
ence in the line of work in which they are making the inspections. 

In addition to that, they are all required to pass the contractors’ 
examination. 

Mr. Gampter. Is that a State examination, the one that you give? 

Mr. Coox. The examination that is given by the county is set up and 
given by the county examining boards, of which there is one for build- 
ing, one for electrical, and one for plumbing. 

Mr. Dean. Mr. Cook, you seem to have, and you do have a very 
outstanding planning and zoning code. How did you develop public 
opinion to cut across these lines and which take away authority from a 
man owning a piece of property? How did you sell that to the people ? 

Mr. Cook. I don’t think I can claim responsibility for that. That 

yas started in 1937. The zoning regulations and building controls 
were set up at that time. It’s been a hard row, but I guess it’s just 

















538 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 







a matter of time. The people accept the fact that it is for their 
protection, both zoning and building controls. 

Mr. Rarns. You think the public approves and cooperates with you 
in this program ?, 

Mr. Cook. I think they definitely do. 

Mr. Cortz. Mr. Cook, is the Art-Built Homes development in the 
county ¢ 

Mr. Coox. That is in the city of Miami. 

Mr. Rarns. Are there any other questions, gentlemen ? 

Mr. Corz. I want to congratulate you, not only on the code, but I 
want to congratulate you and your organization for the fine work 
that you have done here. We, as the chairman said, discussed this 
matter with you yesterday, and quite truthfully, I wondered then 
whether or not the statements made could be followed up. Today I 
want to say to you that on the basis of this hearing and what I have 
found here, it seems to me that you have first made the statement of 
what we would find, and then the evidence here today has proven it 
and we have found it. So you are to be congratulated. 

Mr. Coox. Thank you very much. I do have with me copies of our 
plumbing, electrical and building codes and also the enabling legis- 
lation. 

Mr. Rarns. If you have an extra copy of the codes, we would ap- 
preciate it if you would leave it with the committee. 

Mr. Gast. Is your building code a performance code now, as it 
has been amended ¢ 

Mr. Coox. No; it isa specification code. 

Mr. Rarns. Thank you very much, Mr. Cook. 

Our next witness is Mr. George Headley, chairman, building officials 
of Dade County. 


STATEMENT OF GEORGE R. HEADLEY, CHAIRMAN OF THE 
BUILDING OFFICIALS OF DADE COUNTY 


Mr. Heaptey. My name is George R. Headley, chairman of the 
Building Officials Committee of South Florida. 

Mr. Chairman, I have no prepared statement to make, but I have 
made a few notes as the hearing progressed, and there are a few things 
I would like to say, if I may. 

Mr. Rains. Go right ahead. 

Mr. Heaptey. First of all, the building officials committee is a group 
of all the building inspectors in the area west of Biscayne Bay, and 
is the committee that worked up the changes to the building code 
of the city of Miami, and prepared and adopted the unified building 
code for the unincorporated area of Dade County and all the munici- 
palities west of Biscayne Bay except Coral Gables. 

I think one of the most important things I might talk about would 
be the fact that I think most of the complaints that have been made 
to FHA and VA have been because of the hurricane in 1950, 

I believe if you examine carefully, you will find that to be true. 

Mr. Ras. Certainly most of the major complaints, that would 
be true. 

Mr. Heaptry. Yes, sir, and for that reason I would like to say a 
few words for the record about hurricanes. The designed pressure in 
our building code for wind resistance is 25 pounds per square foot, 
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which, reduced to miles per hour, is 87.5, and with a 50-percent factor 
of safety, would provide for 131 miles per hour. 

Now we have statistics to prove that there was a recorded velocity 
in the 1950 hurricane of 150 miles per hour. We have reason to be- 
heve that it reached 185 miles per hour. 

Mr. Rarns. Which one are you talking about now ? 

Mr. Heapiey. October 1950, sir. 

Mr. Rains. How hard was it supposed to be? How hard was it 
in 1926? 

Mr. Heapiry. We don’t have very good records on that. It is my 
opinion that it was about 135 miles per hour. In other words, I 
believe that the 1950 hurricane was more severe. 

Mr. Rarns. That is right. 

Mr. Heapiey. Yes, sir. 

What I want to bring out in those statements is that any person 
living in this area takes an assumed risk as far as hurricanes are 
concerned. Our houses are designed, as I stated, for about 131 miles 
per hour. It is possible, as we have seen, to get a wind of 185 miles 
per hour. For that reason we do have a risk, much the same as you 
would have in the event of fire or anything else. 

We in the building code work feel that that risk is proper, where 
we have set it, and we feel that subsequent events have more or less 
proved that. 

Now just a couple more statistics to bear that out. 

Mr. Rains. May I ask a question there. What are the insurance 
rates with reference to hurricanes and tornadoes / 

Are they extremely high ? 

Mr. Heapiey. No; I would say they are just about normal. They 
take into account the fact that there is a certain amount of hurricane 
risk. <All of our hurricane risk is insurable. Our rates at present are 
about 81 cents. 

One important statement, I think, would be that in the 1926 hurri- 
cane, there were over 100 killed in the Miami area. In the 1950 hurri- 
cane, there were none. That to me is more important than damage or 
anything else. At least we are trying to protect people’s lives with 
the building code. 

Mr. Rains. What is your background? You seem to know a lot 
about this business. What is your background / 

Mr. Heaptey. In private business—of course, let me state that my 
work in the building officials is what we call a civic duty. I get no 
compensation for that. I have been a building inspector. I have been 
associated with construction business all my life, and at the present 
time I am a building contractor. 

Mr. Rarns. Isee. Go ahead. 

Mr. Heaptry. The estimated open value of homesteads in Dade 
County is $721,860,420. 

The estimated value of damage in the October 1950, hurricane was 
about $17,000,000. Of that, about half was to home sites. The other 
half to commercial buildings and the like. 

That amounts to one and one six-hundredth of 1 percent of the value 
of those buildings. We feel that hurricanes occur in a given area about 
once in 30 years. I think records will prove that. 

For that small amount of damage, we feel we have done a good job 
in the building codes to hold the damage down that low. 
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We have, as has been brought out, made a number of changes in the 
building code, to add to the roofs, because that didn’t add a lot of 
expense. We feel that if we have another hurricane as severe as that 
one, that we will have helped the situation quite a bit. 

We do not, however, feel that we should design to a greater wind 
velocity than what we do. I hope the statistics I have brought out 
prove that. If we were to do that, our homes would cost from 50 to 75 
percent more, if, for example, we designed to a wind of 200 miles per 
hour. So we feel our assumed risk is proper under the circumstances. 
At least we didn’t kill anybody and I think that is to our credit. 

We do admit, and I have tried to show, that we recognize that in 
this area we have this hurricane hazard. I was enabled to convince the 
National Production Authority people of that in a recent trip to 
Washington. They gave us additional steel in this area, because our 
committee absolutely refused to lower the standards of building. 

Mr. Rains. That is for the use of structural steel ? 

Mr. Heaney. Reinforcing steel, sir. 

Mr. Rains. They did grant it to you? 

Mr. Heapiey. They granted us about 20 percent more for our par- 
ticular area. 

Mr. Rarns. And has that change in the building codes with refer- 
ence to the steel been put in since the hurricane ? Ts that a new addi- 
tion or not? 

Mr. Hraptey. No, that has not changed since the hurricane. 

Mr. Rains. What particular changes were made with reference 
to roofs in the building code ? 

Mr. Heaney. We still believe that our roofs as designed would 
have withstood the 87-to-131-mile-wind velocity, but we found, and 
we made an extensive investigation after the last hurricane, we found 
that with some additions, with additional inspections, for one thing, 
and with additional requirements for another, that would not be ex- 
pensive, that it would help considerably and I think we have made a 
Jot of changes and accomplished a lot. 

We haven't spent a lot of additional money to do it, however. 

I don’t know of anything else that I might state. 

Mr. Rains. Are there any questions? 

Mr. Deanr. How many homes have you built in the area? 

Mr. Heaptey. Have I built personally? 

Mr. Deane. You or your organization, 

Mr. Heapiey. About 350. 

Mr. Rains. What is this committee of which you are a member? 
Is that a civic committee of some description ? 

Mr. Heaptey. It is an organization of the building inspectors and 
building officials. I joined it when I was a building official in north 
Miami, and since I left that and went into private business I still 
stayed on. 

Mr. Rains. Who belongs to that? Do the fee inspectors, for in- 
stance, for VA belong to that organization ? 

Mr. Heaptey. No; strictly municipal and, county officials. Of 
course, those people are invited automatically to any of our meetings. 

Mr. Rains. One of the main problems you have been concerned 
with, then, is building codes and planned regulations, of that type? 
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Mr. Heaptey. That is right, we meet regularly and make changes 
wherever we find that we can and we try to keep the codes up to the 
highest possible standards under the circumstances. 

Mr. Rarns. It sounds like a fine organization, Mr. Headley. I 
appreciate your coming and the committee does. Thank you very 
much, sir. 

Mr. Heavier. You are welcome, sir. 

Mr. Rarns. Is Mr. Ben Cooper present ? 


STATEMENT OF BEN COOPER 


Mr. Coorer. Mr. Chairman and gentlemen, I have no particular 
statement to make, with the exception of the financing on VA housing. 

I am comparatively a small builder. I build on an average of pos- 
sibly 20 to 30 homes a year. For the past year we haven’t been able 
to get any veterans’ financing because the mortgage companies would 
not handle it. 

Mr. Rarns. Have you been able to get it in the city of Miami? 

Mr. Coorrr. No, we haven’t been able to get any. 

Mr. Rays. In other words, the VA program, then, as far as you 
are concerned, is at a complete standstill, is that right? 

Mr. Cooper. That is right, and I think there are a lot of other 
builders in the same position. 

Mr. Rarns. Are veterans still needing and wanting houses? 

Mr. Coorrer. In the past 60 or 90 days I think I have interviewed 
about 50 who would like to buy the type of homes that we build but 
we have to turn them away unless they want to pay the larger down- 
payment which we require. 

Mr. Rarns. We had a veteran before our committee in Jacksonville 
who testified that he could buy a home provided he could pay $3,000 
down. Is that the situation around here? 

Mr. Coorrr. That is what we are getting right now, from $2,800 
to $3,000. 

Mr. Gamete. Is that private financing? 

Mr. Coorer. No; that is FHA financing, or rather FHA guaranteed 
loans. 

In talking to veterans for the past year, besides those to whom we 
have sold homes, we found that in discussing the reasons why we can’t 
build a home and finance it under VA, we find that we just can’t get 
the mortgages sold at 4 percent. And we have taken the trouble to 
question them as to how they would feel about a higher interest rate. 

Mr. Ratns. What do they say? 

Mr. Coorer. Well; the average veteran isn’t particularly interested 
in finance costs. He is interested in his down payment and his ability 
to meet monthly costs. And we find that on a $10,000 mortgage over 
a period of 25 years it actually amount to $1.89 a month, or about $400 
over a 25-year period, by increasing the interest rate from 4 to 414 
percent. 

We have also found 

Mr. Ratns. The trouble with that, and we are going to have some 
more lenders here in a minute, four and a half; they will next want 
five and a half and six and a half. I wonder if you could ever get it 
down to a figure that a veteran could afford to pay? 
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Mr. Coorer. Mr. Chairman, we find that the veteran is paying that 
and more right now indirectly. 

Mr. Coir. How? 

Mr. Coorer. By your tie-in or participation contracts, where the 
mortgage company will participate with the builder in the construc- 
tion and sale of these homes. 

Mr. Rains. Is that a VA-guaranteed deal ? 

Mr. Coorrer. I believeso. I think it was authorized by the Veterans’ 
Administration. 

Mr. Rarns. I don’t understand that set-up exactly. 

Mr. Coorer. Possibly I don’t understand it either. But as I get it, 
it goes something like that. The mortgage company will approach a 
builder or the builder will approach a mortgage company, the mort- 
gage company will furnish the money, the builder will build the house 
and the mortgage company will attempt to dispose of the veteran’s 
mortgage to Fanny May or retain it themselves for 50 percent of the 
profits derived from the construction and sale of that particular house. 

Mr. Coir. Does that go on here much? Is that a prevalent practice 
here ? 

Mr. Coorrr. Well, I believe that your VA-financed homes that are 
being built today are being built on that basis. 

There is one other way that it is being done, through the Chase 
National Bank of New York, I believe, where the builder can put up 
about $200 as a deposit toward getting 4-percent VA money, or getting 
his mortgage placed, and after being acc epted_ by this particular organ- 
ization, he agrees also to spend an additional 5 percent of the sale price 
of that home, 5 5 percent of the mortgage, and in the event this mortgage 
is not sold to Fanny May, that he loses that additional 5 percent. 

Mr. Corr. Do I understand you correctly that it is a prevalent— 
and I mean prev alent—practice, here in Dade County, that the builder 
and the lender have a tie-in whereby the builder will give to the lender 
a part of the profit that he makes upon building a house in order to 
secure the loan ? 

Mr. Coorrr. That is the way I understand it. Let me make this 
statement. I have been trying to get VA financing for 6 or 8 months 
and the proposition I had was similar to what I stated to you. 

Mr. Core. If that is the case, then probably the builder is charging 
the veteran an additional sum for the construction of that house, over 
and above what he would have charged him otherwise, and that addi- 
tional sum goes to the lender; is that what you are saying? 

Mr. Coorrr. I would assume that. Let me explain it this way: No 
VA loan—the certificate of reasonable value, approved by the Vet- 
erans’ Administration has to have certain values in it. 

Mr. Core. Oh, yes, sir. 

Mr. Coorver. If the builder did not have to pay out that additional 
sum, the veteran might be able to buy that home for that much less, 
because the builder is going to make his profit, and he will either 
charge more for the house than he might charge otherwise, or he is 
going to get it out of the materials that go into the house. 

Nobody is going to build a home without any profit. 

Mr. Corr. Not if they can help it. 

Mr. Coorrr. At least I wouldn’t. 

Mr. Corr. I understand. Well, I think this committee will be very 
much inte cana in looking into that situation. 
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Mr. Cooper. My relationship, as far as building homes under FHA 
and VA is concerned, have been very satisfactory. We have built 

several hundred homes. 

Mr. Rarns. What that really means is, he takes a commitment, so 
to speak, goes to a lender, they go in partner ship, so to speak, to build 
that house, and the lender gets 50 percent of the profit ? 

Mr. Coorrr. That is the way I understand it. It is a participation 
transaction. 

Mr. Deane. Did I understand you that that proposition was given 
to you when you approached a lender ¢ 

Mr. Coorrr. That is the only way I can get a 4-percent VA loan. 

Mr. Rarys. How much more would that cost the veteran, then / 

Mr. Coorrr. I would say anywhere from $700 to $1,000 more. 

Mr. Coir. On what type house ¢ 

Mr. Coorer. On an average nine-, ten-, eleven-thousand-dollar 
home. 

Mr. Cote. How long have you been building? 

Mr. Coorrr. Since October 1945. I also built prior to the war. 

Mr. Coir. Did you? 

Mr. Coorer. Yes, sir. 

Mr. Rains. There may be some kind of an arrangement whereby 
that could be done, but very frankly, that sounds to me like a bad deal 
for the veteran. 

Mr. Cooper. I think it is. 

Mr. Rarns. It sounds like fast financing to me. 

Mr. Coorrer. No; it was approved by the Veterans’ Administration 
in Washington. 

Mr. Rarns. All they do is to approve a loan commitment at 4 per- 
cent ? 

Mr. Coorrr. That is right. 

Mr. Ratns. Do you know whether or not the Veterans’ Adminis- 
tration in Washington approves of a deal whereby the veteran would 
go into that kind of an arrangement and get stuck for six or seven 
hundred dollars more ? 

Mr. Cooper. The veteran doesn’t enter into the arrangement. It is 
the builder that enters with the finance man. The vet doesn’t enter 
into that situation. 

Mr. Gamer. Except to pay the additional amount. 

Mr. Coorer. Well, he pays that if he is satisfied with the purchase 
of the home, and it is within the certificate of reasonable value. 

Mr. Ratns. Your proposition is that if we raise the interest rates, 
you would eliminate that factor? 

Mr. Cooper. That is right. 

Mr. Rains. How would you? 

Mr. Coorrer. Because your insurance companies and banks and 
mortgages would accept the veterans’ mortgages on the percentage 
that is permissible. 

Mr. Gamer. Of course the veteran is going to pay an additional 
amount there, too, in the additional interest that he pays over the 
years / 

Mr. Coorer. It will be far less, and he will be getting a much better 
home in proportion to what he is getting the other way. 

Mr. Rarns. That is a squeeze on the builder. 

Mr. Coorrr. That is right. 
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Mr. Rains. Since that looks like a very lush plum to me, even if we 
raised the interest rate, wouldn’t that be likely to continue unless 
something is done about it? 

Mr. Coorer. I could have built veterans’ homes on that proposi- 
tion, but I wasn’t interested in entering into a contract of that type, 
and there are other builders like myself who would be very happy to 
build homes for veterans without entering into that type of deal. But 
I can’t sell the veteran a home unless he does come up with three or 
four thousand dollars down. 

Mr. Rarns. Of course, you are not sure that you can get financing, 
but as it is now, it is at a standstill # 

Mr. Coorrr. I could go out tomorrow, possibly not after this con- 
versation is pubished—but I could have gone out and paid $200 down 
per commitment. 

Mr. Rains. We admire you for giving us the facts about it. You 
have given us very many interesting points of information, and we 
appreciate it. We want you to know that. 

I think that working together we can work out something that fel- 
lows like you who want to do it right, and the veteran, can come out 
all right in the long run. We are going to try to do that. 

Mr. Cooper. I have found that it is a pleasure to build good homes. 
I have nothing to complain about as far as VA or FHA are con- 
cerned, when it comes to inspections. I think we have been inspected 
by the city, by the county, by FHA, by VA; in fact, we are constantly 
stumbling over inspectors. We have never seen them miss anything 
on our jobs that didn’t have to be done. 

Mr. Deane. Do you know in general whether this poney that you 
have mentioned prevails in other parts of the country ¢ 

Mr. Cooper. That I can’t say. I am only familiar with my own 
particular problem and this community. 

Mr. Ratns. Thank you very much, Mr. Cooper. We are going to 
look into that. 

Mr. Cooper. Thank you, sir. 

Mr. Rarns. The next witness is—I would like to recall Mr. Elkins 
for a moment. 


FURTHER STATEMENT OF NATHANIEL ELKINS, VICE PRESIDENT, 
FEDERAL TITLE & INSURANCE CO. 


Mr. Rarys. Mr. Elkins, you are a good financier and understand 
these situations. It is difficult for us to see through that problem as 
stated to us by Mr. Cooper. Can you give us any explanation, or do 
you have any knowledge, or information, about that type of arrange- 
ment whereby the lending institution lends on the basis of sharing with 
the builder on that profit deal 

Mr. Evxrns. Yes, sir, I do have knowledge of that. I know that 
recently, in order to sell some institutions—in fact, most of the 
institutions—V A mortgage loans, there isa market for a VA mortgage 
loan ranging from 93 to possibly 95, at this time. 

In order to sell mortgage loans and come within the legal require- 
ments of the Veterans’ Administration insofar as maximum charges 
and costs are concerned, many lending institutions have been forced 
to form, you may call them partnerships or corporations, with a 
builder, and the lending institution will finance this corporation. 
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It probably owns half of the corporation and the builder owns the 
other half. This particular corporation will build the houses and the 
understanding is that whatever the profits are, they will be split 
between the builder and the lending institution. 

The lending institution is then in a position to offer the VA mort- 
gage loans in the event that Fanny May goes out of business overnight, 
they can offer them at the market, or whatever the market might be 
at that time. . 

I might make this statement: It has never come to our knowledge, 
before this situation arose, that a builder has sold a veteran’s house 
for any sum of money less than the appraised value set by the Veterans’ 
Administration. I believe the statement that Mr. Cooper made, that 
if the builder did not have to enter into a participation with a lending 
institution, that he could thereby sell the house for less—I would like 
to ask Mr. Cooper, has he ever sold a house for less than the appraised 
value when he did not have to participate with a lending institution ¢ 
The net result is the veteran never paid more than he would have had 
to pay whether the lending agency participates or not. The only 
thing is, the builder does not make as much profit as he made before. 

Mr. Coz. Well, of course, now, that is a very fine statement, but 
knowing human nature as we all know it, it would seem to me that 
it would be possible, and therefore the pressure would be very strong 
for the builder to up his price in order that he might give his addi- 
tional profit to the lender. 

I don’t know whether it is done or not and I am not saying that is is 
done. I am saying the pressure certainly would be there for him to 
ret the additional cost, which would come into the construction of a 
bens namely, the profit for the lender. 

Mr. Exvxins. I can understand that, sir. 

Mr. Corr. Now Lam not charging that it is or is not done. Frankly, 
I don’t know whether it is legal or illegal. I have a little information 
here that there doesn’t seem to be anything illegal about it, but I don’t 
know. I am very much interested. 

It seems to be a very unusual practice which certainly has a slight 
odor about it, anyway. 

Mr. Evxtns. Yes, sir. Well, a builder is not able to just up his price 
because he is forced to go into a situation such as we have just dis- 
cussed in connection with participation. A builder is always forceed— 
not forced, but a builder usually offers his house, and cannot offer it 
for more than what the Veterans’ Administration has set as the rea- 
sonable value of that house based upon current conditions, and so 
forth. 

Mr. Rains. To interrupt you there, if that is not illegal, and I am 
not saying that it is, and considering the pressure that might be ex- 
erted by the builder in an effort to get what he thinks is his fair profit, 
then who is going to guarantee that loan. That veteran who buys 
it, certainly ought to be apprised of that deal between the builder and 
the lender, by affidavit or statement, in order that they could look 
with a hawk’s eye on that type of inspection; shouldn’t they ? 

Mr. Evxins. Yes, sir, before many of the lending institutions in this 
area went into situations of that kind, the Veterans’ Administration 
in Washington, I believe, was confronted with a similar situation in- 
volving a very large lending institution of the country, and that propo- 
sition was brought up to the Veterans’ Administration in Washington, 
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and I don’t know with whom they conferred, but I know that a letter 
was issued by Mr. King, whereby they stated that, under such circum- 
stances, if there is an honest participation deal, with an X company, 
half of those stock is owned by a lending institution and the other half 
by a builder, and provided they built the houses and sold them under 
the VA and not exceeding the valuation, that that was not violating 
the legal maximum charges under the VA program. 

Mr. Ratns. When was that? 

Mr. Evxrns. I have a carbon copy of the letter in my file. 

Mr. Rarns. That is the loan guaranty officer, Mr. King, that you are 
speaking of? 

Mr. Evins. Yes, sir. 

Mr. Rains. We have heard about this before, and it has various 
terms, but this is the first time we have run across an actual admission 
pertaining to it. 

Mr. Coir. Do you have any idea what the average profit to a builder 
is, on an $8,000 house in this area ? 

Mr. Evxrys. Depending upon a lot of factors, of course, I—— 

Mr. Cote. I realize that. 

Mr. Exvxrns. One factor would be the volume of homes the builder 
could build at one time. A builder who might put up 5 or 10 homes, 
his profit might be—and I am guessing—in the neighborhood of $500 
to $750, if he could build 650 homes at a time, he might make as high 
as $1,000 on an $8,000 house. 

Mr. Apponizio. Mr. Elkins, between here and Jacksonville, we 
have had some testimony saying that these lending institutions would 
1.0t lend these veterans money for homes. 

Mr. Exxrins. Yes, sir. 

Mr. Apponizto. Don’t you think that perhaps it is causing these 
situations that we are now confronted with, and which we have heard 
so much about in this hearing, that these builders are actually being 
forced into this position by these lending institutions, and thereby 
raising the cost of these homes as far as the veterans are concerned ? 

Mr. Evxrins. Yes, sir. If there were an open market for the ready 
disposition of GI loans, I can assure you all the lending institutions 
in this area, and I am sure other areas too, would be more than glad 
to sell the loans at what they call par, and get their money back, but 
if they are faced with the proposition of having to sell the loans, in 
ihe event FNMA goes out of business, at 93, 94, and 95, they can’t af- 
ford to make them and turn around and dispose of them at that low 
figure. 

They have to have a little leeway. We don’t have any large sav- 
ings institutions down here in the multi-billion-dollar brackets. We 
have small savings and loans banks and small banks that probably 
run, total assets, $30 or $40 million, and they won't take a very large 
volume of VA loans. 

Mr. Deane. And you are satisfied that this dealing is not reflected 
in a higher cost to the veteran for his home? 

Mr. Exxins. My experience is, we have been handling VA loans 
only since 1947—we have financed approximately 7,000 homes. We 
have recently entered into such a participation arrangement during 
the past 3 mouths only. So that prior to that time, it has been my 
experience that the builders have always obtained the full VA- 
appraised value purchase price, and in many instances the builders 
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themselves have gone back to VA and argued that they couldn’t 
build a house and make any money on the basis of the VA prices es- 
tablished and attempted to raise the VA-appraised values. In those 
instances, where the fact could be shown 

Mr. Corr. Let me interrupt. I am going to be interested to know 
whether or not the VA has been gradually increasing the valuation 
on these houses here. We want a little information about th: it, not 
from you, but from VA. What is your judgment about. it? 

Mr. Evkrs. Well, I haven’t seen any—I am basing this, of course, 
upon the cost of other homes other than VA and FHA, and I can 
honestly state that I don’t think the VA has raised its sights, as far 
as price is concerned, in line with what the prices of non- -VA or con- 
ventional houses are concerned. 

Mr. Corr. Why would a builder do that ? 

Mr. Evxins. I will tell you why: Many builders—in fact, I be- 
lieve all builders, are interested in the dollar picture as well as we 
all are. What they make. 

Mr. Corr. That is true. 

Mr. Evins. They can make their most money VA financing be- 
‘ause of the small down payment, which means they can sell more 
homes. 

Mr. Core. And with the VA out of the market they can’t sell as 
many, so therefore they decide to take a less profit and kick in to the 
lender ? 

Mr. Exxins. That is exactly it. They will turn out twice as many 
homes and make the same profit. 

Mr. Corr. I can see it. 

Mr. Rarns. Mr. Elkins, one other question: You don’t have the 
information that has come to this comimttee since it has been in 
Florida, that a $2,000 profit of a builder up in the 50 to 100 homes, on 
a $7,000 house is in line ¢ 

Mr. Evxins. I would say he is a pretty good builder. 

Mr. Gambier. Pretty good profit, too. 

Mr. Rains. Pretty good profit, if it is true, isn’t it ¢ 

Mr. Exxins. I think so. 

Mr. Ratns. Do you think that kind of profit is made in this area 
on that type of home? 

Mr. Evins. I don’t believe so. 

Mr. Rains. We were talking about FNMA awhile ago. If that is 
renewed, the activities of the FNMA, and you can sell your VA loans 
to Fanny May, as we call it, would you still be in business then without 
this arrangement that we have been talking about here ¢ 

Mr. Exxtys. I would be out of it tomorrow. 

Mr. Rains. You mean you would be out of the other arrangement? 

Mr. Exxrns. Yes, sir. Up to the past 3 months we operated on that 
basis, strictly as a mortgage broker making a loan and turning it over 
to Fanny May, and we never participated with a builder. 

Mr. Rains. Thank you very much. 

Mr. Gamptr. Before the squeeze, where did you sell most of your 
mortgages that you didn’t dispose of to Fanny May? 

Do you sell them up in New York? You spoke of being in New 
York. Do you sell to some of the bigger banks in the New York 
area, or the life insurance companies? 
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Mr. Exxins. Yes, sir. I would say the greatest percentage of our 
VA mortgages have always been sold to EN. MA, and a very small 
percentage to life insurance companies and large banks that would 
purchase mortgages in this area. 

Mr. Gamate. Then do they purchase them also from Fannie May 
after they have been seasoned for awhile ¢ 

Mr. Exvxins. I understand that the Federal National Mortgage 
Association occasionally is able to sell—of course, they will sell at 
par their VA montanes loans, their FHA’s and from time to time, 
every month, I get a report which shows where they have sold V A 
mortgage loans, ‘and they have sold some at par. But I don’t think 
they have sold a substantial volume, enough to amount to anything. 

Mr. Gambier. They age them a bit, and ‘then they sell them to the 
banks. 

Mr. Exxrins. Yes,sir. I have heard that as far as the FNMA is con- 
cerned, they can sell the VA mortgages in the New York area to 
New York institutions, because those institutions then service their 
own loans and don’t have to pay out the half point, so the 4 percent 
return to them is sufficient. 

Mr. Deane. You have made a splendid witness, Mr. Elkins, and 
I want your reaction to this: In the event that this mortgage situ- 
ation is such that the banks refuse to loosen up, and Fannie May 
is not renewed, what alternative do we have be oth than increasing 
direct loans to the veterans? 

Mr. Exxtins. Well, Mr. Rains made a very good comment, that 
even if they raised the interest rates, where would it end? Nobody 
can answer that; that is true. That would depend upon the economic 
conditions of the country, and what their yield is at that time. 

I know that in New York, when I was there—and of course I am 
just a little one going up there—there must be thousands of mortgage 
men going to New York to find out what they can, that seems to be 
the big center—and they also mentioned that they are much more 
interested in the FHA 4.25- percent loan just for that quarter-percent 
difference in their net income. 

I don’t propose to say that if the VA loans were raised one-quarter 
of 1 percent you w ould be able to sell every GI loan because even 
the FHA 4.25’s cannot be sold on the open market unless they are 
99 or 98 of par, which means they want to buy them one or two points 
below par, and somebody has to stand that loss, and the mortgage 
companies can’t, and the only place it can come, again, is out of 
the profits of the builder. 

One-quarter of 1 percent will make them more readily marketable, 
I am sure. But whether they can sell great volumes, I don’t know. 

Mr. Deane, Assuming that is not done, what is the alternative other 
than direct loans to the veteran ? 

Mr. Evxrs. I don’t know. That is beyond me. 

Mr. Wipnatn. The VA manual outlines the system of responsibility, 
and the loan-guaranty officer shall first be responsible to the United 
States Government, second, to the veteran, and third to the lender. 
If the lender becomes a contractor also, should there be any responsi- 
bility toward that person, on the part of the Government ¢ 

Mr. Evxins. I don’t follow you, sir. 

Mr. Wipnatu. If your lender becomes also part contractor, how 
can the Government guarantee the contractor? 
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Mr. Exxrns. Guarantee the contractor for what, sir? 

Mr. Wipnaty. On the loan. As I understand your participation 
agreements, your lending institution is actually becoming a cocon- 
tractor. 

Mr. Evxrns. In a sense, yes, sir. 

Mr. Wipnatt. And your loan guaranty actually runs to the builder, 
then. 

Mr. Evxtns. No; the loan guaranty runs to the lending institu- 
tions. 

Mr. Wipnaww. I know, but the lending institution is also the builder. 

Mr. Evxins. No; you don’t understand our position: 

We are the originator lending institution, but the mortgage loans 
are sold to, let’s say, XYZ back in New York; they become the perma- 
nent lender. 

Mr. Winatt. I understand that, but under your new arrangement, 
it is to organize a corporation with the builder, and you participate 
in the profit of the building operation. 

Mr. Exxrys. That is correct. 

Mr. Wipnatt. You also place the loan. 

Mr. Evxrns. That is correct. 

Mr. WiwnalL. So you are participating, in two instances, through 
placement of the loan, on which there is a Government guaranty, and 
also through participation in the contract ? 

Mr. Evxins. That is right. 

Mr. Wipnatt. So that actually your loan guaranty is running to 
the builder as well. 

Mr. Evxrns. In a sense that is true; yes, sir. 

Mr. Wipnait. Which was never the intent of the original pro- 
gram. 

Mr. Evxtns. Well, I imagine the intent of the original program 
was to make the loan acceptable to the lending institutions; without 
the guaranty, of course, they wouldn’t go to that high a mortgage on 
that particular piece of property; that is true. 

Of course, if we had to keep the VA mortgages long in our own 
portfolio we couldn’t afford to do so. We are only a small company. 

Mr. Gamsix. Then is this arrangement you speak of used at all in 
the FHA mortgages? 

Mr. Evxrtns. We have not. 

Mr. Deanr. Thank you very much, Mr. Elkins. 

The next witness is the home owner Walter F. Bella from the 
Trail Renata housing agency. Is he here? 

If not, we will hear from Earnest E. Walsh, from France Houses. 


Is he here? 
STATEMENT OF JAMES G. EMMERT 


Mr. Emmert. I live in Douglas Park subdivision, in northwest 
Miami. 

“Mr. Corr. Is that inside the city limits? 

Mr. Emmert. Yes, sir. 

Mr. Dranr. Is that area the one that was discussed in the paper 
this morning? 

Mr. Emmnerr. Yes, sir. Our houses were built in 1947, and were 
occupied in 1947. 
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I notice the committee didn’t get many complaints. The reason 
for that, a lot of the veterans of World War II that bought those homes 
are away now fighting world war ITI. 

Mr. Coxe. Let me say something to you, though: This is not the 
first hearing we have had. But this is the first hearing—in other 
areas we have had rooms full of people who have been here and tes- 
tified all day long, complaint after complaint, people representing 
developments. We have really had some complaints. But compared 
to these other places, the complaints here are nothing. Iam not talk- 
ing about the individual complaints. I am talking about propor- 
tionately. Proportionately the complaints here are very, very minor. 
I don’t mean to indicate, for a moment, that we are not interested in 
your complaint or the individuals who have made the complaints. I 
was merely pointing out the fact that so far as the area is concerned 
the complaints are very, very minor—that is, in proportion. And we 
are interested in the complaints we do get. Maybe you will get better 
service out of us because there are just a few of you. 

Mr. Emmerr. Well, most of the folks, I guess, got tired a long time 
ago. 

Mr. Coir. Well, I understand that, too. As one of the witnesses 
said, they are getting a little tired of this, going from one person 
to the next person, and to the following person and not getting any 
satisfaction, 

Mr. Emmerr. That is true enough. 

I have a letter that I would like to enter in the record. 

Mr. Drang. You may do so. 

Mr. EmMnuerr. We were offered the choice of leaving our homes, in 
1950, then were told by the FHA that that would be a basis for reject- 
ing any future application. That meant we could, of course, buy 
another home, if we had any money left to buy one with. Unfor- 
tunately, we were kind of stuck. We were holding the bag. We 
couldn’t go buy another home. We had to stay with it. And the 
homes have continued to deteriorate, and some of them have gone so 
bad that they are a hazard during any future hurricanes that we 
might have. 

Mr. Core. Was this a hurricane loss, in connection with your 
home ¢ 

Mr. Emmerr. No, sir; this was green-lumber construction, faulty 
construction, careless construction. 

Mr. Cox. Describe the faulty construction a little bit. 

Mr. Emmerr. Our siding was green lumber, it was improperly 
painted, it was improperly sealed, and moisture penetrated, in addi- 
tion to the moisture that was already in the wood. Each successive 
rain drove more moisture into the house. 

Asa result, the siding, sheathing, studs, sills, plates—in other words, 
the entire structure of our homes has rotted away to the extent that 
they are no longer safe to live in. The city of Miami condemned, 
yesterday, a house that is much better, structurally, than our houses. 

We were told that we should sue the builder of the homes. But 
before we could sue the builder of the homes we had to prove that 
he had cheated us; that he had short-changed us. We were unable 
to get specifications from the FHA office, or the VA office, in Miami. 

Mr. Corr. Was yours both FHA and VA guaranty ! 





HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 951 


Mr. Emerr. Yes,sir. The leader of our group—we were organized 
very well in 1950—he is away now, and I don’t have the names of all 
the people that were contacted in the various oflices, but I do know 
that they were contacted. 

I was a member of the committee. 

Mr. Deane. You say you approached the FHA and VA for speci- 
fications ¢ 

Mr. Emmerrt. Yes, sir. 

Mr. Deane. And you were denied, or what did they say? 

Mr. Emmert. We were denied specifications. FHA offices informed 
us that the Margene Corp., which built these homes, did not furnish 
them specifications. 

The homes, as far as we can find out, could have been built out of 
‘cardboard and tissue paper, as far as FHA was concerned. 

We have based our hopes, in buying those homes, on the fact that 
they were FHA-inspected; they were FHA-approved. We thought 
if the Federal Government would guarantee a 25-year loan on these 
homes, surely we could live in them for 25 years. We didn’t think 
we would have to spend $400 or $500 every year to keep them up, 
replace the siding, put new windows in them, put new sills, plates, 
and studs in them. 

The excuse has been made that green lumber was all that was avail- 
able at the time these homes were built. It is true that housing was 
needed. It is needed now. 

Mr. Deane. Did you go to the contractor? 

Mr. Emmerr. Yes, sir. 

Mr. Deane. Who is the contractor ¢ 

Mr. Emnert. The contractor was the Margene Corp. Of course, 
M. R. Harrison was the organizer of the Margene Corp. He is still 
very active as a builder. I don’t know if he is building FHA or VA 
now, but he is still very active. 

He is also very active in some 608 apartment-house buildings, which 
I think the Government had to take back over. Ithink. I know there 
was quite a bit of talk about Sable Palm Court, one of the biggest 
housing projects in Miami. 

Mr. Deane. This leter that you exhibited for the record, was to 
enquire of the VA, if you were forced to give up this house, whether 
or not you would be prejudiced in getting another loan. The answer 
to that letter said, I believe, that it would not prejudice a reapplica- 
tion; is that right ? 

Mr. Emmenrr. That is right. In other words, we had a home that 
needed more repairs in less than a year and a half. It needed struc- 
tural repairs, it needed new siding, it needed new sheathing, and in 
some cases needed new floors and new doors. It needed new posts to 
support our car port, and it was a financial impossibility for the most 
of us to repair our homes properly, and it was also an impossibility 
for us to go buy another home. 

The home that I am in, and the homes that surround me on my 
street, were built on low ground, that falls under the minimum speci- 
fications for the city of Miami. We have been unable to get anywhere 
with the city of Miami , 

Mr. Deane. Is it inside the corporate limits? 

Mr. Exnenrt. It is inside the city. We can’t find out who approved 
it. We can’t find out anything about it, and we spent a lot of time on 
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it, in 1950, trying to find out why these homes were built on that low 
ound. 

Half of our project was flooded in 1947. The homes had hardly been 
occupied more than a couple of months until the hurricane came and 
the area was flooded. 

Mr. Rarns. How many homes in this project? 

Mr. Emmerr. 112. 

Mr. Rarns. Are they all in about the same situation ? 

Mr. Emmerr. Yes, sir; they are. A lot of the homes are like mine. 
They have asbestos siding on them. We have tried to fix them up. 
We have tried to patch them up. But now, the patched-up homes, the 
siding is beginning to fall off of them. The asbestos siding. 

Mr. Rains. How much did you pay for the house / 

Mr. Emmert. $8,100. 

Mr. Ratns. Two bedrooms? 

Mr. Emmerr. Two bedrooms. 

Mr. Deane. What are your monthly payments? 

Mr. Emmert. $51 a month. 

Mr. Wipnay. 1948? 

Mr. Eumerr. 1947. 

Mr. WiIpNALL. $8,100 ? 

Mr. Emmerr. Yes, sir. 

Mr. Deane. You made no down payment; is that right? 

Mr. Emuerr. A down payment was made on the house. 

Mr. Deane. How much? 

Mr. Emnerr. The closing costs were all that had to be paid on that, 
it was $375, and miscellaneous fees, and other charges put it up to a 
little over $400—S$410—to get into the house. 

It has been impossible to-keep paint on the house. 

Mr. Appontzi0, You say you never saw any plans or specifications ? 

Mr. Emmerr. Could not find them, and could not get them. 

Mr. Apponizio. How did you select your home? 

Mr. Emmerr. The homes were selected from a model house. 

Mr. Apponizio. Did you contact the FHA or VA, as far as plans 
and specifications were concerned ¢ 

Mr. Emmuerr. Our committee contacted the FHA. T was a member 
of the committee that contacted the FHA in an effort to get the plans 
and specifications. ‘That was when we had plans to bring a lawsuit 
against the Margon Corp. 

Incidentally—— 

Mr. Rarns. Is that corporation still building? 

Mr. Emmerr. No; it isn’t. It was nonexistent at the time that we 
were trying to get the plans. We couldn’t have used them, because 
we couldn’t sue a nonexistent firm. ; 

Mr. Rarns. That is one of the reasons why it would be well to have 
some kind of a construction guaranty or warranty; isn’t that right? 

Mr. Ex™err. That is right. The nails that were used in the house 
were inferior steel nails. They have rusted; they have conducted 
moisture into what wood might have remained firm. 

The roofing was improperly applied. The sheathing was improp- 
erly applied, and there are too many things wrong with the places to 
go into detail with them. 

Mr. Dranr. How many home owners in this area have given up 
those homes ? 
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Mr. Emmert. I don’t have any figures on that. I do know there 
are no less than six of the houses that have the appearance of being 
abandoned. There is one house that an agency of the Federal Gov- 
ernment has rebuilt within the last few months. They had it for sale. 
They came in and put in new siding on it, new sills 

Mr. Rains. That would be, likely, one that has been foreclosed; is 
that right? 

Mr. Emnerr. It has been foreclosed, and was completely rebuilt. 
New interior walls. I don’t know how many new frame pieces were 
put into the house. 

Mr. Coir. Probably done by plans and specifications. 

Mr. Emmenrt. I hope so. 

Mr. Rains. Thank you very much, Mr. Emmert. 

Mr. Emmerr. Thank you, sir. 

Mr. Rains. We appreciate your coming. 

Is Mr. Clements here ¢ 

(No response. ) 

Mr. Ratns. Mr. James A. Adkisson. 

Mr. Apxkisson. With your permission I would like to have seated 
with me Mr. Otto P. Ream, chief underwriter. 

Mr. Rains. You may do so. 





STATEMENTS OF JAMES A. ADKISSON, DIRECTOR, AND OTTO P. 
REAM, CHIEF UNDERWRITER, MIAMI OFFICE, FEDERAL HOUS- 
ING ADMINISTRATION 


Mr. Apkisson. I have not a prepared statement. I understand 
Mr. Richards, Commissioner of FHA, has appeared before you in 
Washington, and has given you a statement as to our operations, so I 
have not prepared a statement, but I am prepared to answer any ques- 
tions you might have to ask, and to pledge the cooperation of the FHA 
office of Miami. 

Mr. Rains. Two or three questions. They may seem scattered, but 
they have come to our attention since we have been down here: 

What about this arrangement’ Does that affect FHA? The par- 
ticipation between lenders and builders? Do they have such an 
arrangement on FHA-approved loans? 

Mr. Apxisson. Not that I know of. IT have no way of knowing 
that, other than we have some of the larger builders that have partici- 
pated with one particular lender, in building a number of the large 
projects here. 

I don’t know if it is a requirement, if that is what you mean, of a 
lender that they participate. 

In fact. I don’t think it is generally done. 

Mr. Ratns. Do you check into the financial and corporate set-ups of 
the various builders and lending institutions whose loans you insure ? 

Mr. Apkisson. In order to qualify as an approved mortgagee— 
that isa lender—it is necessary for this lender to have $100,000, either 
in cash or liquid assets; you might say an experience in the mortgage- 
lending field. 

That application is made through our office and the supporting data 
is given to us, which in turn is sent to the Washington office, and the 
part that the local office plays is the recommendation as to the exper- 
rence of this lender in the mortgage-lending field. 
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Mr. Ratns. Well, do you get information as to who constitutes that 
lending agency, and the agreements, and so forth, which they have 
made, with the builders ¢ 

Do you have any of that information / 

Mr. Apxisson. No, sir. 

Mr. Ratns. Well, you know about those agreements. You heard 
the testimony. I assume it is legal. Iam not sure whether it is or not. 
It is probably within the law, or some of the big institutions in the 
country wouldn’t be fooling with it. Don’t you think it would be well, 
in the event those things are done, in an effort to see that the final 
purchaser gets his money’s worth; that you know how those facts, with 
reference to that participating agreements, are conducted, so as to see 
that there are no padded profits going into the deal ? 

Mr. Apxisson. Absolutely. In fact, I can’t speak for the adminis- 
tration, but personally lam against participation. I think it is unfair 
competition to the small builder who can’t get a participation deal, 
and unfair competition to the lender who doesn’t want participation. 

But Iam sure you will find it is legal. 

Mr. Rarys. What is the housing picture with reference to need for 
—s F HLA, in this section now { 

Mr. Apkisson. Well, Mr. Congressman, I would say that the need 
has been met, other than perhaps for the continued growth of the 
Miami area which, as you know, has had a very rapid growth. 

For instance, in 1940 the population of Dade County was some 250,- 
000 people. In 1950 it was 500,000 people: in 1960, it very well might 
be 1 million people. In fact, the water, power and light, and others 
who keep statistics, are counting on that population at that time. 

Mr. Rais. What kind of workload do you have in the office now? 

Mr. Apkisson. We have run as high as 3,000 cases a month, appli- 
cations, that is. We consistently ran 1,200 cases a month. We are 
down now, exclusive of the military, title 9, and the Wherry bill—— 

Mr. Rains. Where is any of that type of housing being built / 

Mr. Apxisson. In Key West we have a thousand units, as you know. 
In Cocoa, Cocoa Beach, Patrick Air Force Base. 

Mr. Ratys. How many units up there ¢ 

Mr. Apkisson. 684; 184 are practically completed, 500 more are in 
the commitment stage. We have not committed on them as yet. 

Mr. Rains. Is that defense housing that came up under the recent 
Defense Production Act which we passed, or is that Wherry Act 
housing ¢ 

Mr. Apxisson. It isthe Wherry Act that I referred te. Under title 
9 we have programed, for that same locality, 500 units. 

Out of this 500 units, 40 units were held back for the individuals that 
wished to apply. Those were to be held for a period of 60 days, and 
if there were no applicants they would be recaptured and given out 
to builders. The 460 out of the 500 commitments have been issued on 
these, starts have been made in most instances, and out of the 40 that 
we have recaptured, that is, those that were not used by the individuals 
who would be eligible, they are now in the process of being allotted to 
other — builders. 

Mr. Rarys. We had a very fine and intelligent young veteran in 
Jacksonv ile the d: ay before yesterday, who works down at this Air 
Force base. He was in dire circumstances because he couldn’t get a 
house to live in, up around this Patrick Air Force Base. He tells us— 
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of course, he was speaking primarily, I assume, of VA loans—but he 
tells us the only type of home he could get was one with a $3,000 down 
payment. 

Is that one of the Wherry Act houses that he is talking about ? 

Mr. Apxisson. Mr. Chairman, the Wherry Act housing is rental 
housing; 184 of those are practically built, and will be available 
shortly. In fact, 86 of them are now available and have tenants in 
them. 

The 500 units, of course, it will take some time to get those up. In 
fact, we will have the 500 units under title 9 built before the 500 units 
are built under the W herry Act. 

Mr. Core. Has regulation W been relaxed or suspended in that 
area ¢ 

Mr. Apxisson. Regulation X. 

Mr. Corin. X, I mean. 

Mr. Apxisson. It is suspended in a defense area, where you have 
program housing. 

Mr. Rains. That isa defense area ; is it not? 

Mr. Apxisson. Yes, sir. 

Mr. Rains. This morning we had some testimony on defective hous- 
ing in Douglas Park. Now, I believe that Mr. McMurr ay, who is a 
member of the Senate Banking and Currency staff, came down here, 
and along with you and VA made some investigation of that situation 
out in Douglas Park; didn’t he? 

Mr. Apxkisson. That is correct. 

Mr. Ratns. He found that the housing was defective, some of it. 

Mr. Apxisson. Mr. Rains, to get the story straight, those houses 
were built shortly after the war, under so-called title 6, sir. 

Mr. Rarns. Yes, sir. 

Mr. Apxtsson. Title 6, as you know, was a special act of Congress 
for housing in areas where it might be needed, and to be built as quick- 
ly as possible, and out of whatever materials might be available at that 
time, 

Mr. Rarns. Yes, sir. 

Mr. Apxisson. Those houses were prefabricated houses; they were 
frame houses; most of the complaints, in my estimation, were justi- 
fiable. 

Mr. Corr. You say they were ? 

Mr. Apxkisson. They were. 

As a result, this office has discontinued frame houses, because there 
is no saving there. They are comparable in price to a CBS house 
which we consider much better, and we did that 

Mr. Coir. May I interrupt you? We are not sure what CBS means. 

Mr. Apxisson. CBS mean concrete block stucco. 

Mr. Corr, I got the concrete block, but not the stueco. Thank you. 

Mr. Rains. Is it not true that some arrangement or other was 
worked out at that time ? 

Mr. Apxisson. At that time I met with various veterans groups in 
my office. The contractor went back on at least two occasions, I am 
given to understand, by men in my office, and repainted those houses, 
and made certain repairs, and then the spokesman for the group con- 
tacted me and my staff, and they were concerned as to what effect it 
would have on their credit, if those houses went into foreclosure. 
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After checking with my Washington office, as weil as the mortgagees 
that held the loans, an agreement was worked out whereby the veteran 
would be able to deed that house back to the mortgagee, the mortgagee 
in turn would file for debentures with us, and of course in those cases 
we agreed not to reflect this particular transaction against the in- 
dividual’s credit should he wish to purchase another house. 

Now, we made that arrangement, and I so wrote the veterans out 
there, and I don’t believe that over one or two, if that many, took 
advantage of that. Some of those boys did sell their equity to people 
that probably repaired the houses and sold them for a handsome 
profit. 

Mr. Rarns. Are there any questions, gentlemen ? 

Mr. Apxtsson. I wonder if I might make a statement ? 

I have heard the testimony all day, here, and particularly did I 
hear the testimony of the gentleman who spoke some time ago about 
the septic tanks at Marathon, Fla., in the Sandusky Corp. develop- 
ment there, 

I think the committee should know that those houses, some 12 of 
them, are insured by the FHA, under special title known as title 1, 
section 8, which is a separate set of standards, different from our 
title 2 and title 9, and other operations, whereby it was intended by 
the Congress, as I understand it, to allow individuals to build in 
rural areas. 

Those standards were so reduced that the minimum square footage 
of the area is 360 square feet. 

Mr. Rarns. We have had some trouble with that in New York. 

Mr. Apnxisson. The plumbing is typical of whatever might be in 
the area. 

Now, do you know in these keys they have work formation, por- 
ous—— 

Mr. Ratns. Coral; isn’t it? 

Mr. Apxisson. That is right, coral, and it is typical. On the keys, 
to blast a hole in the rock and to put a slab of concrete on there, is 
very difficult. In the keys we blast a hole to the coral rock and the 
tidal action acts as a septic tank. 

Mr. Rarns, Of course, we ran into that difficulty in coral in Long 
Island, with that type of house. Of course, that is not intended to 
have that type of house in big projects. That is strictly for a rural 
area. 

Is that in an urban area? 

Mr. Apxisson. Mr. Chairman, these lenders here will testify, I am 
sure; there has never been adequate financing on the Florida keys. 
Insurance companies, mortgage companies, just haven't gone down 
there for any amount of financing, and we have quite a population 
down there that is in need of housing. 

So when the Sadowsky Corp. wanted to build houses down there, of 
course it was not eligible for title 2, because it didn’t have the com- 
munity facilities, so he applied for and received some 40 commit- 
ments from us. 

The maximum mortgage, as you know, is $4,750. His houses on 
our value were worth around $7,000. Excuse me, the chief under- 
writer says $7,000 to $10,500. 

So, after having built those houses, we actually only insured 12 of 
them. Mr. Sadowsky found conditional financing, of a much higher 
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mortgage. Mr. Elkins, who has been on the stand here, I think 
financed those houses. He might tell you how much mortgage his 
company did underwrite, and by virtue of that, our mortgages were 
obtained and sold to the people with much less down payment. 

Mr. Rarns. Your inspections, who are men trained to know, you 
think, felt that septic-tank facilities were sufficient 4 } 

Mr. Apxisson. That was approved by the Department of Health. 

Mr. Rarns. Are there any questions? 

Mr. Coxx. I would like to ask, Mr. Adkisson, about your personnel, 
and your appraisal staff, and inspector’s staff, if you please. 

Do you have adequate staff now in your appraisal and inspection 
units ¢ 

Mr. Ream. For present volume; yes, sir. 

Mr. Corr. Has that decreased in number ? 

Mr. Ream. Well, we have had a considerable decrease in number. 
About 50 percent in the Adkisson were about 60 percent off to what 
we were previously. 

Mr. Corr. What has been your reaction to the method of employing 
full-time appraisers and inspectors? 

Mr. Apxisson. Our method is the method of the Civil Service 
Commission. 

Mr. Corr. No; I mean your reaction to the efficacy of the appraisal 
and inspection. Has it been well done, or could you do it with a field 
appraiser or inspector just as well, or what? 

Mr. Apxisson. I think the record will show that we had fee ap- 
praisers back in the early days of FHA, which was found to be 
unsatisfactory and discontinued. 

Our inspection staff, as Mr. Ream just said, is considered adequate 
for the case load we have now. It was not adequate when we ran 
3,000 cases a month; when the inspector had 50 cases in his hands 
in the morning, when he should have had about 12. 

But at the present time with the case load we have, I would say, 
our staff, of 50 people, is adequate to the job. 

By the way, we had 67 people at one time, and we had a cut some 
months ago, involving 17 people. 

Mr. Cote. How many complaints did you have on hand? 

Mr. Apxisson. I would like to say, in this connection, that we 
maintain a complaint department; we have a full-time qualified in- 
spector in charge, so that when a complaint is received, we insist that 
it come in in writing, and we write a letter back to the complainant 
acknowledging the receipt of his letter, and in so many words telling 
him we are going to try to assist him. 

We then get in touch with the builder, and with the inspector, they 
work it out to the satisfaction of the individual that brought the 
complaint. 

And by years—I went back to 1949—in 1949 we received 32 com- 
plaints; in 1950 we received 183. In 1951 we received 98; in 1952 
we received 8 complaints to date. 

That is a total number of complaints of 321. Out of that number, 
260 were adjusted. 

Now, there is a difference between 260 and 321. When I say we had 
321 complaints, I meant we had 321 letters. Often people who write 
in don’t give us sufficient information in order to locate their case. 
So we write back and ask for the street address, and the case number, 
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and so on, and most of these, in this difference, involve those people 
who don’t answer our letter. 

Would you like to have the volume of business we did? 

Mr. Core. I think that would be helpful, to give us a percentage 
figure. 

Do you have that statement for filing ? 

Mr. Apkisson. No; I just brought it along for my own information. 
I thought you might want it. 

Mr. Core. If there is any additional information that you think 
would be helpful, you might file it with the committee. 

Mr. Apxisson. For instance by the year, in 1947 we insured 13,685 
units. 

In 1948, we insured 9,638; in 1949, 12,382 units; 1950, 7,500 units; 
1951, 4,481 units. 

Now, you know you perhaps would be interested in foreclosures. 
Checking with the realty officer this morning before leaving, I learned 
that our foreclosures approximated about one-tenth of 1 percent of 
the total number of houses we have insured. 

Mr. Deane. How many distress 608 loans do you have in your area? 

Mr. Apxtsson. Out of this total—by the way, I didn’t give you the 
total—that adds up to a total of 30,826 units, insured, from January 
1, 1947, through 1951. 

Mr. Rarns. Is there any other statement you wish to make, Mr. 
Adkisson ? 

Mr. Apxisson. Was there a pending question ? 

Mr. Rains. Congressman Deane had asked a question. 

Mr. Deane. I asked how many distress 608 lonas were made in your 
particular territory / 

Mr. Apxkisson. We wound up with about 5,800, to the best of my 
recollection, insured, in our territory, which is comprised of some 14 
south Florida counties. 

Mr. Deane. What were the general sizes of those projects, if you 
remember ? 

Mr. Apxisson. They varied from 8 units, which are as small as they 
could be, up to as high as 533. The University of Miami, for instance, 
had the largest one, which was 533 units. 

And by that apartment building it made possible for the University 
of Miami to become one of the large universities in the South, with 
some 10,000 students now. 

Mr. Deane. You don’t have any distress loans, then; is that right? 

Mr. Apxtsson. Yes; we do. 

Mr. Dranr. How many? 

Mr. Apkisson. We have taken back and now own about 250 units, 
out of the approximately 6,000. Those units are being managed under 
our management program by brokers. They are rapidly becoming 
filled with tenants, and we are having inquiries from all over the 
country from people who wish to buy those. The policy of the Ad- 
ministration is not to put these apartments on the market until they 
have been cured of their sickness. Then they will be sold to the highest 
bidder. 

Mr. Deane. How come they get sick? 

Mr. Anxisson. Well, since you have asked me, I think they got sick 
because of competing programs. I think the legislation creating the 
608’s was intended to house the veteran in an apartment. It was said 
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that he should not be compelled to buy, due to the high prices that 
prevailed. And when those units were completed, and filled with vet- 
erans, then they came out with a program whereby this veteran could 
buy his own house, with his own plot of land, for $25 down, and lesser 
monthly payments on the mortgage than he paid for rent. 

Mr. Deane. Would you say this is the over-all national average of 
those that have sickened ? 

Mr. Apxisson. In my estimation that is the key to the situation; 
in other words, if you build a house for a man 

Mr. Drann. No; I don’t think you understood. You said you had 
approximately 208 that had soured on you. 

fr. Apkisson. Well, I think those that soured, those 250 were caused 
by the veteran going out and buying a home. 

Mr. Deane. Would you say that 250 is about the national average? 

Mr. Apxisson. No, sir; I do not know what the national aver age is. 

Mr. Rains. On that type of construction, are you in any worse con- 
dition with it here ean they are generally throughout the country, 
or what is your idea 

Mr. Apxisson. I an no way of knowing, Mr. Rains, because I don’t 
know. But I will say this: that under great difficulties, this office was 
insuring 608 projects approximately 1 year before the act expired, 
and I have in my office a resolution passed by the apartment-house 
owners association commending the FHA office here for that action. 
This is not the 608 apartment-house owners association; it is those 
that owned apartments from conventional loans. 

Mr. Deane. Which type have gone sour, the unusually large ones, 
or the smaller ones, or what ? 

Mr. Apxkisson. Well, we have one with eight units. Then we have 
them up as high as 50 or 60. In most of the projects the mortgage 
was broken up because at that time the lenders found they could sell 
a small mortgage easier than a large one. So I would say they would 
vary from 8 to 50 units, and scattered all over town. 

Mr. Deane. And as I understood you, you are not trying to put those 
onthe market. You are operating them yourself ? 

Mr. Apxisson. No, sir; we operate them through approved brokers. 
In other words, where we have a property to be managed, we ask 
brokers that are in that particular kind of business to submit bids as 
to what they will charge us to operate those projects. Those bids are 
sealed and they are opened in our Washington office; they are awarded 
to the broker or real-estate concern that will give us the best price. 
They are down as low as 3 percent. 

Mr. Deane. Thank you very much. 

Mr. Rarns. Are there any further questions? 

Do you have any statement you would like to make ? 

Tf not, thank you very much. 

Harry H. Baker, 400 Southwest Tenth Avenue. 


STATEMENT OF HARRY H. BAKER, MIAMI, FLA. 


Mr. Baker. Gentlemen, I have been working all night, and I have 
been waiting since 8:30 this morning to see you. I know it was set 
up for bankers and brokers. 

Mr. Rats. No; it was set up for you. 

Mr. Baker. Well, the reason for the discrepancy is I got a little 
snotty. My home has been foreclosed. I have never owned a home. 
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It only cost me $8,800. That isa lot of money. That is alot of money 
for a working fellow, and I am a working fellow. 

Mr. Rarns. What kind of home did you have? 

Mr. Baxer. A frame house, out in Margon. 

Mr. Rarns. Where? 

Mr. Baxer. Margon Park. 

Mr. Rains. What is it; VA or FHA? 

Mr. Baxer. FHA and VA loan. 

Mr. Rarns. And it was foreclosed ? 

Mr. Baxer. It will be foreclosed, in the last month or so. 

Mr. Rarns. Were you not able—— 

Mr. Baxer. No; not being able to pay. The payments were $40 
a month, $47 or $52, but when the home deteriorates to the point that 
you can’t live in it, I had to move out. I couldn’t make payments, 
mortgage payments, as well as pay an apartment’s rent. I sent let- 
ters to the State department, and VA has been exceptionally kind 
to me and helped me as much as they possibly could, their hands are 
tied—the State department of Florida—I have been living in Florida 
for 18 years; I have been living in Miami—and I am kind of tired, 
and you will have to excuse me if I stutter. I have been up all night. 

Mr. Rarns. That is all right, and Iam sorry. I can tell you this, 
though: We hit it pretty hard, too, so let’s don’t engage in self pity. 

Mr. Baker. That is just the point I am bringing out. The fore- 
closure is all past, and forgotten. I don’t mind paying the delin- 
quencies, that is true—— 

Mr. Rains. Let me ask you a question: Did you just go off and 
abandon your home because it wasn’t in good condition? 

Mr. Baker. No; the letters sent to the mortgage company, said I 
couldn’t live in the home; it was unlivable. For the simple reason 
that my frame windows on the outside, the water was seeping in it. 
The water leaked in from the roof. The letters had notations of what 
had to be fixed. I was out of the house at the time they started build- 
ing the house. 

Mr. Ratns. Who was the builder? 

Mr. Baker. Mr. Harrison. He dissolved. 

Mr. Rarns. That isthe one we have been hearing about ? 

Mr. Baker. No; this is another project of 108 homes. 

Mr. Cote. The same man, though. 

Mr. Baker. Yes, sir. I got my pay last night, gentlemen. I am 
going to take pay cab fare for all you gentlemen if you will be kind 
enough to take a trip out there and look, and eliminate all conversation 
possible, and then you have a builder right there. I don’t know much 
about building, but if he doesn’t know what he is talking about, no- 
body does. If he can give me my satisfaction, if you can find any- 
thing wrong with that building, and you say that home is good, I will 
pay my delinquency if it takes me 5 years. 

Mr. Rats. Is the VA seeking a defiicit judgment ? 

Mr. Baker. I just signed a waiver the other day that I had no 
funds. I want tomake my payments and keep the house. 

Mr. Rarns. If it is in that condition, what do you want with it? 

Mr. Baker. Because of the foreclosure. My credit ain’t no good 
for $8,080. That isn’t something you can stick in the garbage can. 
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Mr. Ratns. I am aware of that. But if you don’t live in the 
house—— 

Mr. Baxer. I can’t live in the house. That is the reason it is fore- 
closed. 

Mr. Rarns. If you can’t live in it—— 

Mr. Baxer. Excuse me, sir, I would have lived in it if I could have. 
Like Mr. Parker said, the people have paid their mortgage, until some 
settlement was due. Now, originally, I come up with a delinquent, 
requesting that they take the mortgage back, from the investor’s 
syndicate, after the Margon had the mortgage on it it was turned over 
to the investors syndicate, who turned it over to Fannie Mae. A 
letter was sent to Fannie Mae requesting that they do something about 
it. Never heard for some time later. Two months afterward. I got 
files, I got letters stating all that information. 

Mr. Rarys. Is that a project ? 

Mr. Baker. Yes, sir. 

Mr. Rarns. How many homes in it? 

Mr. Baxer. 108 homes. 

Mr. Apponiz1o. How many other homes in that development are in 
that condition ? 

Mr. Baker. At one time they had quite a few. They had a group 
of individuals, vigilantes, that were representing them. Now there 
is nobody representing us. 

Mr. Rains. How far is that place you are talking about from here? 

Mr. Baxer. I can take you there in 20 minutes. 

Mr. Ratns. That is what I want to know. We are not builders; we 
have an architect. 

Give me a chance to speak, will you? 

Mr. Baker. Yes, sir. 

Mr. Rats. We have an architect who knows all about building. We 
don’t know what we can do for you because we can’t look into every 
individual complaint in the entire United States—just a minute—but 
I am going to send that architect down to see your house. He isa staff 
member of the committee, and I am going to leave him in Miami for 
several days, and I am going to ask him to take your address and see 
your place, and give us a full and complete report. 

We want to help you if we can. I will tell you that. 

Mr. Baker. I am not bringing that part up, Mr. Chairman. I 
said the house is foreclosed. 

Mr. Rarns. What do you want us to do? 

Mr. Baxer. I am not crying over spilled milk. I stuck my nose 
into something; I didn’t know nothing about it. All I can do is back 
out and be quiet about it. I will know better next time. That is not 
here nor there. I just want to know if I deserve a count like that; 
if I had it coming, well, then, let it be well enough said. 

Mr. Rarns. We are going to check into it for you. 

Mr. Baker. That is all Lasked, sir. Just to get my little satisfaction 
after 3 years. 

Mr. Ratns. Well, we are going to check into it. 

Mr. Baxer. Gentlemen, thank you kindly for listening to me. 

Mr. Ratns. I want to ask Mr. Luna about one or two questions 
before we close. Will you come around, Mr. Luna? 

You are the loan guaranty officer; aren’t you ? 
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FURTHER STATEMENT OF E. F. LUNA 


Mr. Luna. Yes, sir. 

Mr. Ratns. You heard the testimony of Mr. Cooper and Mr. 
Elkins, about this participation arrangement, whereby there is a 
sharing of profit between the builder and lender? 

Mr. Luna. Yes, sir. 

Mr. Rarns. I want, in the record, your statement as to whether or 
not VA moves up its stakes, so to speak, on the appraisal value of 
the house to take care of any increased costs because of that? 

Mr. Luna. I want to assure you, sir, that we do not. Here and 
now. 

Mr. Rats. In other words, so far as that arrangement is costing 
the veterans more, if you hold the lid onto what it’s actually worth 
by appraisal, it doesn’t cost him more; is that right ? 

Mr. Luna. That is correct, sir; not a penny. 

Mr. Ratns. Have you any idea of the average profit of the average 
good builder in this area on, we will say, an eight- to nine-thousand- 
dollar home? 

Mr. Luna. I should say, Mr. Chairman, somewhere around 10 
percent, 

Mr. Apponizio. How do you determine the value of a home; what 
it should sell for? 

Mr. Luna. Through our cost analysts, that we have in our office. 
We contact all the supply companies in town and find out what this 
material costs, and we add that all together, from the foundation to 
the roof, and if he is a competent builder, naturally he is going to make 
a little better profit than the man who is not. 

Mr. Apponiz1o. What do you estimate that his profit should be? 

Mr. Luna. About 10 percent; if he is a good builder. 

Mr. Rarns. Are there any other questions, gentlemen ? 

If not, thank you, Mr. Luna. 

‘Thank you, ladies and gentlemen, for your patience. 

‘The committee will stand in recess. We have a great many investi- 
gations to make. We wish to express our appreciation to all of you 
for being patient and cooperating with us. 

We will adjourn to meet at the call of the Chair. 

(Whereupon, at 5 o’clock, p. m., the hearing in the above-entitled 
matter was adjourned, subject to the call of the Chair. ) 


(Additional material submitted by Tom C. David, loan guaranty 
officer, Veterans’ Administration, Jacksonville, Fla. :) 


VETERANS’ ADMINISTRATION, 
LOAN GUARANTY DrvIsIon, 
Jacksonville 1, Fla., October 31, 1951. 


INSTRUCTION LETTER No. 49 


To: All lenders, builders, appraisers, and inspectors. 
Subject: Approval of water systems and sewerage-disposal units. 

1. In many past instances, this office has issued approvals on properties only 
to find at a later date that the sewerage-disposal facilities and water supply could 
not be approved by the State board of health. In order to eliminate this incon- 
venience on the part of all parties concerned, we are asking that all lots be 
approved by the Florida State Board of Health for water supply and sewerage 
disposal in the manner outlined below: 
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(A) Single appraisal requests for proposed construction : 

(a) When VA Form 4-1805, Request for Appraisal, is submitted, 
it will be necessary to submit with this form a septic-tank permit. 
This permit may be issued and signed by the county representative 
of the State board of health. 

(b) When the final inspection report of the dwelling is submitted 
by the VA inspector, he must submit at the same time a copy of the 
attached form, signed by Mr. David B. Lee, ‘director, Florida State 
Board of Health. The attached form first has to be completed by the 
county health authority and then forwarded to the State board of 
health in Jacksonville for review and signature. The State board 
of health will return the completed form to the county health au- 
thority, and it can be secured from him by the lender. It is necessary 
that this form be forwarded with the final compliance inspection 
report, so that this office may know to approve or disapprove final 
inspections on the house. 

«B) Completed houses where no septic-tank permits were issued and houses 

have not been occupied : 

In all future cases, where houses are completed, and appraisal is 
requested upon completion, it will be necessary for the sponsor to 
submit, with the appraisal request, an approved report of inspection 
on the sewerage-disposal system, together with the approval of the 
water system, pertaining to that specific unit. 

{C) Committee appraisals : 

(a) At the time a request for a committee appraisal is submitted 
(five or more units), it will be necessary to submit a letter, or other 
instrument, from the State board of health giving their recommenda- 
tions, based upon 2a preliminary survey of the proposed subdivision 
as to the type sewerage disposal and water supply. 

(b) Upon receipt of the appraisel request and the preliminary sur- 
vey, the appraisal assignment will be made to the fee appraiser, who 
will make his recommendation to this office. No reasonable values 
will be issued by this office until we have the approval of the State 

board of health on sewerage and water. 

(D) Streets and drainage where committee appraisals are involved: 

When requests are submitted to this office for committee appraisals, 
you will submit with the request a letter or other instrument from 
the county or city as to the type of streets (width, type construction, 
curbs, storm sewerage, etc.) and drainage requirements (type of ditch, 
depth, ete.) required or recommended by the city or county which 
will be acceptable to them for maintenance when completed accord- 
ing to their recommendations. No guaranty will be issued until such 
streets and drainage are accepted by the city or county for main- 
tenance, 

2. The regulations of the loan guaranty program require that we approve loans 
on properties only when water systems and sewerage-disposal facilities have been 
approved by the State board of health. This regulation also requires this office 
to guarantee loans only where streets and drainage have been accepted by a 
county or city authority for maintenance. The object of this letter is to have you 
submit these approvals to us at the time of the appraisal request, so that we will 
know the authorities have already made the inspection and will approve the fa- 
cilities when completed according to their recommendations. These matters have 
been discussed thoroughly with the State board of health and it is believed that 
you will experience no difficulty in securing a prompt acceptance, or rejection, 
on properties which you plan to develop. 

Tom C. Davin, 
Loan Guaranty Officer. 


P. S—This procedure will become effective November 15, 1951. 
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(CJ) New installation. 
(L|) Existing installation. File No 
REPORT OF INSPECTION, INDIVIDUAL SEWAGE DISPOSAL SYSTEM 

To be headed in by developer 


seek ees ent ae hk a ee LE ES Bnei 


(City) (County ) (State) 
Total number: Living units, ; bedrooms, ; baths, 
Water supply by: (!) Publie system; (CJ) community system ; (_]) individual 
system on site. 
Name of supply: 


Return approved form to 
(Address) 


FOR USE OF INSPECTION OFFICIAL 


Primary treatment consist of ((]) septic tank: 
Septic tank: 

Distance from well, ; Invterial, ; number of com- 
partments, ____..----_; total liquid capacity, ~._.....-__. gallons; 
capacity inlet compartments, ________ gallons; inside length, 
feet; inside width, feet; liquid depth, 


Secondary treatment consists of ({_]) distribution box and ((_)) tile disposal field : 


Tile disposal field : 

Distance from well, feet; foundation, feet; nearest 
lot line at (J) front, (_)) side, (_J) rear, feet ; total length 
of tile lines, _.___._._._.__. feet; number of lines, ; distance 
between lines, feet; total effective absorption area in 
bottom of trenches, —- square feet; trench width, 
inches; length of each line, feet ; depth, top of tile to finish 
grade, _....... inches; type of filter material: (_]) Gravel, 
(__]) broken stone, ({_]) cinders, others ; depth of filter 
material beneath title, _-__-____.. inches; depth of filter material 
over title, _ inches. 

Give all the following additional information available: Distance to nearest: 
Public sewer, feet ; community system, feet ; approxi- 
mate direction of surface drainage of lot, _} approximate 
alee. -.---.~--- feet per 100 feet ; soil is:_(L J) Loam, (()) sandy loam, 
i_|) clay, (J) sandy clay, (LL )) hardpan, ({_}) ‘rock, others,.... .. 
Number te bathrooms, __--__; is there a basement ? ? (LJ) yes, (LJ) no; 
laundry waste cigeee Direct to (|) septie tank; other, _. ~~ 
Inspection made by: (LJ) State, (CJ) county, ({_]) local health authority. 
(Signed ) 
Date of iepatiion: 2 kit os Sea hat ae 
(Title) 


FOR USE OF THE HEALTH DEPARTMENT OFFICIAL REVIEWING REPORT 


sased on the information reported hereon and other available information, it 
is the opinion of the (CJ) State, (_)) county, (_]) local department of health 
that this system with proper maintenance (__]) can be expected to function satis- 
factorily, and it not likely to create an insanitary condition; (()) cannot be 
expected to function satisfactorily. 
Remarks: ~~~ é 


(Title) 
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